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eighty-three percent of banks, large and small, 
are purchasing quality supplies @ Every day 
increasing numbers of astute bankers are real- 
izing how unerringly their checks, pass books 
and letterheads reflect the characters of their 
banks. They insist upon supplies that convey 
impressions of good taste, distinction and 
friendliness. Wisely they take advantage of 
this most economical way to secure the 


fullest measure of confidence and good will. 
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Are Buying Quality 


A RECENT analysis discloses that today 


Todd products—checks, pass books and 
letterheads—are outstanding in quality and 
distinction. Through their use you can extend 
your bank’s prestige and can build enduring 
good-will and friendliness, two intangible 
assets more valuable today than ever @ Be- 
hind every Todd product are the skill and 
resources of an organization that has devoted 
38 years to the science of the protection of 


money in transit and to the manufacture of 


distinctive, fairly priced bank supplies. 
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The Condition of BUSINESS 


NINETEEN THIRTY-SEVEN. Business should continue to 
improve, but there are important factors in the situation 
which may exert a retarding influence. The year begins with 
the momentum of the best holiday season since 1930. The 
volume of retail buying which brought about this satisfac- 
tory condition has been matched to an increasing degree by 
healthy improvement in the heavy goods industries. Re- 
covery has broadened. 

Costs AND CONSUMPTION. Notice may be taken, neverthe- 
less, of some unfavorable factors, particularly, indications of 
an advance in commodity prices which may check retail 
buying and retard consumption. There are obvious, inescap- 
able signs of labor unrest. There is, moreover, the probability 
of Federal legislation affecting finance, industry and com- 
merce, designed to control a boom rather than stimulate 
recovery. 

Concress. Those who try to predict what Congress will 
do believe it likely that the new national legislature will 
endeavor to revive measures for the regulation of business, 
probably along N.R.A. lines. Such laws, if enacted, would 
undoubtedly have the effect of adding to industrial costs and 
therefore to the prices of consumers’ goods. 

There seems to be no doubt, however, that business will go 
along with the Government in any reasonable regulation and 
that business men are making a sincere attempt to promote 
cooperation and an era of good feeling. The Government, on 
its part, seems disposed to do likewise, although how far it 
will be permitted to do so by Congress is rather uncertain. 
Labor’s demands for legislation are insistent; the more 
articulate political elements are still strong and active; and 
in some quarters the regulatory measures declared uncon- 
stitutional have not been forgotten. 

ContRoL, Not STIMULATION. Business has progressed so 
far that it could get along very well without further stimu- 
lants. Control of the recovery, however, is another story, 
and the new year finds serious attention being devoted to it. 

The Government intends to maintain an easy money 
policy, but apparently will seek to regulate its consequences, 
as is evident in the Treasury’s plan for sterilizing gold im- 
ports and newly mined gold. Whatever is done to tone 
down boom psychology, the accomplishment of constructive 
control will require skill and care. 

PRODUCTION AND CONSUMER Costs. Wages can hardly be 
advanced to the extent recorded during the closing months 
of 1936 without a rise in manufacturing costs, and any 
appreciable mark-up in the price of goods may find the con- 
sumer less willing to part with his money. 

Labor’s theory that augmented buying power will counter- 
act higher living costs is open to the familiar question as to 
how much, in the long run, wage and salary workers will 
benefit from fatter pay envelopes. 

Substantial increases in the expenses of manufacture, to 
which higher commodity prices will contribute, may easily 
outrun the improved earning power of the consumer, al- 
though it is by no means certain that an important inflation 
along these lines will be witnessed in 1937. 

Tue Statistica, Recorp. While merchants and manu- 
facturers count the proceeds of their Christmas sales, the 
heavy industries bustle into 1937 with expanded order 
books. Many of the lines in this group have a long way to go 
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to reach the high record of seven years ago, but it is evident 
that they are finally on their way to prosperous times and 
competent observers look for further advances in capital 
outlays by Spring. 

STEEL, AUTOMOBILES, RAILROADS. The steel companies 
report the largest volume of unfilled orders since 1929 and 
will be hard pressed to get out fourth quarter business by the 
end of January. Automobile output has been speeded up to 
meet what is expected to be an exceptionally good year, 
even if it is not one of the best in the industry’s spectacular 
history. 

Railroad equipment business has taken on new life and 
carrier company appropriations for improvements to be 
made during 1937 reflect the more favorable transportation 
outlook. The Southern Pacific Company, for example, plans 
to spend $16,000,000 for modern streamlined equipment, 
which brings to $41,000,000 the outlay by this road for new 
rolling stock during the past 12 months. 

The railways, indeed, look forward to the best year, from 
the earnings standpoint, since 1930. As J. J. Pelley, president 
of the Association of American Railroads, said recently, they 
now are “as modern as next year’s fashions”. 

ConsuMER Goons. Whatever effect an advance in prices 
may ultimately have on them, the consumption goods indus- 
tries continue to enjoy an average advance of around 10 per 
cent over a year ago. Emphasis in retail trade, as the holiday 
buying well demonstrated, is more and more on luxury lines 
and better quality merchandise. Presumably, too, the full 
effect of larger dividends, increased wages and other evi- 
dences of expanding buying power has not yet been fully 
felt. 

Inventories of finished goods and raw materials are low, 
and there are at least surface indications that the brisk trade 
will continue. 

GOVERNMENT FINANCES. Chairman Eccles of the Reserve 
Board predicted that the Federal Government would under- 
take “very little more borrowing” and that the Federal 
budget would be “balanced out of an increased national in- 
come.” His statement, published some time after its presen- 
tation, pointed out that tax revenues, income from assets 
realized through liquidation of emergency agencies, and the 
Treasury’s large balances would make it unnecessary for the 
Government to call on the money market for substantial 
new funds. 

Meanwhile, drafts of the Administration’s legislative pro- 
gram for Congress indicated that no new taxes would be re- 
quested. Treasury receipts are in a bull market, thanks to the 
contributions made possible by the recovery, and there are 
increasingly confident forecasts that the budget can be 
balanced perhaps by 1938. Much will depend, of necessity, 
on future outlays for relief and on the permanence of business 
improvement. 

Existinc Taxes. As for taxes already on the statute 
books, it seems inevitable that the undistributed corporate 
profits levy will be considered with a view to making certain 
changes. Expert studies of this tax, in progress recently, are 
expected to bring to light inequities that result in hardships, 
especially to debtor companies, and congressional action 
presumably will be governed by what comes out of these 
surveys. 
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WASHINGTON BRIEFLY 


Washington, 
Taxes and Securities 


IS EVIDENT that efforts to eliminate or modify the 
capital gains tax will have an important influence in 
shaping any revision of revenue legislation. 


* * * 


THE PRESSURE of investment funds, business improve- 
ment, and the dividend largesse dictated by the undistributed 
profits levy go far to explain the course of security prices in 
recent months, but it is coming to be realized that the tax 
on capital gains has also been a substantial contributor to 
the strength of stocks and bonds. 


* * * 


THIS TAX made itself felt belatedly for the reason that until 
the past two years there had been no great volume of gains 
to tax. Under the 1934 Revenue Act profits from the sale of 
securities are taxed as ordinary income on a sliding scale—a 
tax on the full profit if realized within a year; on 80 per cent 
of the profit if the securities have been held one to two years; 
60 per cent if held two to five years; 40 per cent for five to 
ten years; and 30 per cent for more than 10 years. For the 
small average holder these taxes may be serious enough, but 
for the large owner they may be all but confiscatory. 


* * * 


THE RESULT is that large holders do not sell. They fear 
the taxes and, for the most part, have no other course than 
to reinvest income and repeat the process. Since their hold- 
ings are withheld from the market there is competition 
among new buyers for the remaining shares and prices rise. 


* * * 


LOSSES on security transactions can be charged against 
capital gains only to a net amount of $2,000 in excess of capi- 
tal gains in any one year, thus penalizing persons who have 
held stocks for capital gains over several years. Where stocks 
have declined the tendency is to sell so as to realize losses 
which may be charged against gains. Stocks whose current 
record is not upward, accordingly, are subjected to the down- 
ward pressure of sales to realize losses. 


* * * 


THE GENERAL EFFECT of the tax is to emphasize gains 
or losses and the upward and downward tendencies, and to 


increase the fluctuations not only of security prices but of all 
business. 
* * * 


ASIDE from the many adverse features of this levy there 
might be more excuse for it if it were really an important 
revenue producer. 


THE UNDISTRIBUTED PROFITS TAX introduced a 
new market factor whose ultimate influence on both prices 
and business is yet to be fully measured. Increased dividends 
are exceedingly attractive to investors and the stimulation 
of stock prices follows as a matter of course. Probably, how- 
ever, this result is temporary. Also, many corporations which 
are forced to distribute an unduly large proportion of their 
profits in dividends are so weakened financially as to hamper 
their future development. The present liberal dividend policy 
is likely in the long run to react on the equity value and 
consequently on the prices of their stocks. 


Government Lending 


HE MAINTENANCE of low interest rates, rather than 
the extension of further credit, seems to be the policy 
governing activities of the Federal lending agencies. With 
respect to all but the permanent credit organizations, Wash- 
ington seems disposed to liquidate as soon as possible, pro- 
vided conditions regarded as essential to business recovery 


are met. 


THE GOVERN MENT’S COURSE in these matters may be 
fairly indicated in the case of the Reconstruction Finance 
Corporation whose power to make new loans expires January 
31. The possible termination of its lending authority is con- 
templated without worry on the part of either itself or 
business. Commitments for new loans by the R.F.C. have 
become little more than nominal. There is nothing in its 
current transactions to indicate any need of material credit 
for general business which cannot be had elsewhere. 


* * * 


NEVERTHELESS, there seems to be a general understand- 
ing in Washington that its lending authority will be extended 
another year—certainly in some special lines as loans to 
railways and in aid of agriculture, notably through the 
Commodity Credit Corporation. 


* * * 


CURRENT LIQUIDATION on the whole suggests increas- 
ing ability of private lending agencies to care for the credit 
demands of the public. But there is nothing to indicate that 
the general run of Government agencies are disposed to 
contract their business with a view to turning the demand 
for credit into private channels. For one thing, most of these 
agencies require all the sound business they now enjoy to pay 
operating expenses. This factor must be considered in con- 
nection with all proposals for liquidation of the agencies. Nor 
can it be overlooked that the units which compete most 
directly with banks are more in the nature of permanent 
institutions. 
GeEorRGE E. ANDERSON 
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Governments, 
Rails, Utilities 
Industrials ... 


O BANKING problem of 1937 will be more difficult than the 

safe and profitable investment of the high percentage of your 

bank’s funds held in the investment account. Facing this problem of 

safely maintaining income in a period of brisk demand for sound 

bonds, Moody’s Supervisory Service offers no financial panaceas, no 
automatic system of bond account management. 


On the contrary, Moody’s Supervisory Service operates on the princi- 
ple that your bank’s problem is different. It will bring you, first, a search- 
ing analysis of your bank’s need for income, liquidity and diversifica- 
tion. Then—and only then—it will develop for you a sound investment 
policy based on your bank’s type and trend of deposits, loan oppor- 
tunities, seasonal needs for cash and all other underlying factors. 


To make this service practical your investments will be under the con- 
stant supervision of a Personal Counsellor through whom the entire 
personnel of Moody’s organization will be focused on your bank’s 
problems. The cost of this thoroughly practical supervision is nom- 
inal. How much it will cost your bank cannot be determined until we 
have had opportunity to review your portfolio. This we will gladly 
do, in confidence and without obligation. 


Moopy’s INVESTORS SERVICE 


JOHN MOODY, President 
65 Broadway, New York City 105 West Adams Street, Chicago 
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Banking Studies 


URSUING its study of Federal Government lending 
agencies, the Committee on Banking Studies of the 
American Bankers Association distributed last month 
18,000 copies of its first questionnaire on the subject. 
Enough copies of the questionnaire were sent to states 
where the state associations are engaged in this cooperative 
inquiry to supply each bank and branch office, whether or 
not banks are members of the American Bankers Association 
or of state bankers associations. At that time, all but five 
state associations had committees engaged in research on the 
question of Government lending and its effect on banking. 


EFFORT TOWARD COORDINATION 


SINCE the present study of Government lending is a mutual 
efort on the part of the national association and state 
associations, the matter of procedure is left for individual 
associations to determine. The Committee on Banking 
Studies is attempting to coordinate the work of state asso- 
cations in such a way as to make their efforts more or less 
uniform and concurrent. 

In the case of most state associations, committees ap- 
pointed for the purpose have set up some type of county 
or regional organization to reduce available statistics into 
localized form through examination of county records and 
to establish direct contact with banks within limited areas. 
Some state associations have already sent out local informa- 
tion to assist bankers in answering the questionnaire. 


THE FIRST QUESTIONNAIRE 


SINCE the situation with respect to Government lending 
differs widely in various states, the first questionnaire is 
aimed chiefly to determine the general attitude of banks in 
all parts of the country and to stimulate discussions on the 
subject. 

While some Government agencies have operated more 
extensively in one part of the country than another, this 
questionnaire is limited to five agencies: the Federal land 
banks, the Land Bank Commissioner, the production credit 
associations, the banks for cooperatives, and the Federal 
savings and loan associations. 

These agencies have usually been uppermost in discussions 
of lending by the Federal Government. With the exception 
of the Land Bank Commissioner, whose authority to lend is 
limited, these agencies are permanent, and all of them have 
demonstrated their ability to keep step with changing credit 
needs in their fields. 


INTENDED AS A BEGINNING 


THE questionnaire asks only whether these institutions 
are in competition with the banks queried, and whether they 
are of sufficient importance to warrant a detailed study of 
their operations in individual counties. Banks are also asked 
to state what other Government agencies they may consider 
competitive and what specific measures they may have 
been taking to determine the extent of competition and to 
combat it, if it exists. 

The questionnaire is by no means scientific enough to 
produce conclusive information on the subject of Govern- 
ment agency loans. It is aimed largely as a “feeler” to 
determine the concentration of federally-sponsored opera- 
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tions and to ascertain the general attitude of banks with 
regard to these loans. Realizing that conditions and opinions 
will vary widely, the Committee on Banking Studies, in 
cooperation with state association committees, hopes to 
disseminate more information of a local nature and to 
stimulate active local discussion and study of Government 
loans before canvassing banks in search of conclusive data. 

State tabulations of replies are looked for by the Commit- 
tee at an early date. 

In addition to the Government lending agency project, 
the Committee has completed its postal savings survey, the 
results of which are being published in book form. This 
volume, of some 300 pages, bears the title “The United 
States Postal Savings System.” It presents factual and 
statistical data of importance to every banker, and affords a 
complete picture of the system and its relation to the coun- 
try’s chartered banks. 

The Committee on State Legislation has published the 
pamphlet “Program of State Legislation for the Year 
1937”, listing the particular subjects of legislation recom- 
mended for enactment by state legislatures. 


SEVERAL OTHER STUDIES 


OTHER recent studies, essentially in the nature of research, 
sponsored by the Association include a survey by the Bank 
Management Commission on bank practices in account 
analysis and service charges. The Commission has also made 
an extensive study of personal loan services and facilities. 

The Economic Policy Commission has made an authorita- 
tive and widely quoted study of commercial banking and the 
changes it has experienced during the last two decades. 
The study deals particularly with the shrinkage of liquid 
commercial loans as a result of economic changes in business 
methods and the increase in commercial bank investments. 

The National Bank Division has studied the investment 
and lending powers of institutions in this category, as de- 
fined by present laws, regulations and rulings. It has also 
made a comprehensive report on real estate loans, as well 
as a study of national banks’ earnings and expenses and is 
planning to delve into matters relating to the collection of 
non-cash items. 


TRUST AND SAVINGS 


THE Trust Division a few months ago compiled “A Guide 
to Trust Fees with Recommended Cost Accounting System.” 
This work covers fee information on personal trusteeships 
and executorships, personal agencies, corporate trustee- 
ships, corporate agencies, and miscellaneous business and 
investment trusteeships, for the information and guidance 
of trust institutions. The study was prepared by the Divi- 
sion’s Committee on Costs and Charges. 

The Savings Division, as part of its continuous research 
in matters of interest to its field, makes an annual compila- 
tion of national savings statistics. This study also brings 
out the effects of current economic and social changes on 
the thrift habits of the American people. 

Another research undertaking, by the State Bank Divi- 
sion, gives the most recent data concerning the condition of 
state banks, their resources, liabilities, earnings and ex- 
penses. 
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NEW BOOKS 


An Economic 


EN the book review editor saw Hermann Hage- 
dorn’s Brookings: A Biography (Macmillan, $3.50) 
he gave the jacketed red cover a welcoming pat. 

Here (said he) is the proper introduction to BANKING’s first 
book page of 1937, the appropriate preface to a year of bank 
activity in the fields Robert Somers Brookings tilled so ener- 
getically and so well—research and education. If a few para- 
graphs of conventional reports on current economic litera- 
ture need a keynote, this account of a useful life should 
provide it. A reading of the volume quickly proved the 
correctness of the impression. 

Robert Brookings began his business career at the age of 
17 as a woodenware salesman in and out of St. Louis. He 
became a partner in the business at 21 and a rich man before 
he was 30. At 46 he retired to devote himself and his fortune 
to the public service, the training of young people for 
leadership. 

He started this truly patriotic program by rebuilding, 
literally and figuratively, Washington University, situated 
in the city of his commercial success. He continued, after 
serving the Government as member of the War Industries 
Board and chairman of the Price Fixing Commission during 
the War, by establishing an agency that could handle eco- 
nomic questions non-politically—the Brookings Institution, 
“devoted to public service through research and education 
in the social sciences.”” He died in 1932, still planning and 
still “thinking of all that remained to be done, and the 
perpetual need of pushing out the frontiers of social and 
economic thought.” 

Brookings’ experience as a Government servant gave him 
an opportunity to view intimately the operations of gov- 
ernment. “He had been amazed,”’ Mr. Hagedorn says, “to 
find how ignorant even high officials were of the matters 
which lay under their jurisdiction; how difficult it was for 
them to secure unbiased information. The Government’s 
custom of appropriating its income was almost criminally 
haphazard; the organization of its executive departments 
revealed a tangle of duplicating agencies and conflicting 
functions.” 

He was equally appalled by the waste in industry, and 
he had learned what made the waste in both private and 
public enterprise—“in industry, the blind competition and 
duplication; in government, the ignorance, the propaganda, 
the political jobbery. If the American people were per- 
manently to prosper, if, indeed, they were to be able in the 
long run to compete with countries with a lower wage scale, 
that waste would have to be eliminated. You could not for- 
ever protect inefficiency with a tariff, or support political 
shenanigan with taxes.” 

Three things, Brookings decided, were needed: adminis- 
tration machinery should be overhauled; young men should 
be trained for the public service; and provision should be 
made for unbiased, scientific, economic fact-finding and fact- 
interpretation. 

The evolution of Brookings’ great work and the develop- 
ment, under his inspiration, of the agencies that ultimately 
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Frontiersman 


were combined into the Institution cannot be traced here. 
Neither is there space to do more than suggest the spiritual 
growth of a self-made man who always sought to “live the 
responsible life in an irresponsible age.” Mr. Hagedorn has 
drawn the complete picture in this competent, interesting 
biography. Liberally supplied with background, it is a good 
book to read. 


* 


Other thoughts for the new year, and for many of its 
successors, are to be found in Planning for Tax Economy, 
written by William H. Crow and U. S. Greene (Waldrep- 
Tilson, Inc., $7.50). It is not too difficult to assume, with the 
authors, that “a trend of heavy and perhaps increasing 
taxes is indicated as a government necessity”, and that 
“there seems to be no prospect of a reduction of tax rates 
for a number of years to come.” Under these circumstances, 
business men will presumably seek to plan their financial 
programs with due regard to tax costs. 

Messrs. Crow and Greene offer what they call the first 
comprehensive presentation of tax-saving technique. Their 
purpose is to state practical methods of approaching tax 
problems and to provide a book that will be useful even if the 
present tax structure is radically altered. It is a solid volume 
—1,057 pages, including extensive appendices and indices— 
and it contains much information. 


* 


Four New York University professors collaborated in the 
production of Money and Banking (Prentice-Hall, Inc., $5), a 
textbook. The authors are Jules I. Bogen, Major B. Foster, 
Marcus Nadler and Raymond Rodgers. Their work aims at 
a clear presentation of fundamentals, supplemented by 
historical and practical illustrations of principle. The book 
is complete and up-to-date, rounding out its exposition of 
American banking with explanations of how the Canadian, 
British, French, Dutch and German systems function. A 
final chapter considers present banking trends, at home 
and abroad. 


Books Received 


Soil Erosion and Its Control. By Quincy C. Ayres. McGraw- 
Hill Book Company, $4. A general treatise, discussing the 
nature and causes of excessive erosion and explaining var- 


ous control methods. 


British Corporation Finance, 1775-1850. By George H. 
Evans, Jr. The Johns Hopkins Press, Baltimore. $2.25. A 
study of preference shares as they evolved in Great Britain 
during the development of inland transportation. 


* 
World Trade and Its Future. By Sir Arthur Salter. Uni- 


versity of Pennsylvania Press, Philadelphia. $1.50. Five 
lectures delivered last Spring at Swarthmore College. 
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“Unforeseen events... 
nov 


change and shape the course of man’s affairs” 


“Yellow fever death toll soars. Work on Panama Canal 
Stopped. Millions lost through unforeseen epidemic.” 

Those words never appeared on the front pages of 1910 
newspapers ...as they might have. Engineers foresaw the 
danger of a yellow fever epidemic in the Canal Zone, and 
planned against it. 

Less publicized than that heroic work in the Canal Zone 
are the ways in which The Maryland and other casualty 
companies are today foreseeing the hazards which con- 
stantly threaten business and industry. Not content with 
cushioning the effect of the unforeseen event after it oc- 
curs, The Maryland makes every effort to foresee the 


event ...and whenever possible to prevent it. 


To this end, skilled Maryland safety engineers plan against 
the danger inherent in huge machines and modern power 
plants, coupled with man’s own imperfection. A corps of 
4,000 Maryland physicians constantly strives to foresee the 
hidden causes of accidents. 

Human enterprise, too, is open to business hazards, 
and The Maryland helps plan against adversity with sound 
bonding practices, more complete protection for banks, and 
by guaranteeing the completion of construction projects. 

In every state in the Union, in Alaska, Canada, Cuba, 
Puerto Rico, the Canal Zone and Hawaii, The Maryland 
is proving that unforeseen events need not change and 


shape the course of man’s affairs. 


THE MARYLAND 


MARYLAND CASUALTY COMPANY - 


The Maryland writes more than 20 bonding lines, including... Fidelity . 


BALTIMORE - 


SILLIMAN EVANS, PRESIDENT 


.. Bankers’ Blanket... Contract... Check Alteration and Forgery... Depository... Fraud 


Public Official Bonds... Judicial. More than 40 types of Casualty Insurance, including... Aircraft... Engine... Automobile... Burglary... Boiler... Elevator 


Accident and Health... Fly-Wheel... General Liability... Plate Glass... Electrical Machinery... Sprinkler Leakage... Water Damage... Workmen's Compensation, 
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BANK OF MONTREAL 


Established 1817 


A presentation, in easily understandable form, 
of the Bank’s 


ANNUAL STATEMENT 
31st October, 1936 


LIABILITIES 


LIABILITIES TO THE PUBLIC 
Deposits . - $691,312,054.08 


Payable on demand and after notice. 


Notes of the Bank in Circulation. 27,749,972.00 
Payable on demand. 


Bills Payable . ° 137,838.65 


Time drafts issued and outstanding. 


Acceptances and Letters of Credit Outstanding ° 7,168,979.49 
Financial responsibilities undertaken on bebalf of a (see 
off-setting amount (x) in ‘'Resources’’). 


Other Liabilities to the Public 5 ‘ 1,947,005.98 


Items which do not come under the foregoing headings. 
Total Liabilities to the Public . ‘ $728,315,850.20 


LIABILITIES TO THE SHAREHOLDERS 


Capital, Surplus and Undivided Profits 
and Reserves for Dividends . 76,766,147.82 


This amount represents the shareholders’ interest in the Bank, 
over which liabilities to the public take precedence. 


RESOURCES 
To meet the foregoing Liabilities the Bank has 


Cash in its Vaults and ata on Deposit with 
Bank of Canada . " - $ 79,242,079.39 

Notes of and Cheques on ‘Other andes 29,222,231.15 
Payable in cash on presentation. 

Money on Deposit with Other Banks . ‘ 20,264,801.82 
‘Avarteble on demand or at short notice. 

Government and Other Bonds and Debentures -  442,781,097.95 
Not exceeding markest value. The greater portion consists of gilt- 
edge securities which mature at early dates. 


Stocks . 1,030,297.08 
a aed and Industrial and other stocks. Not exceeding market 
vaine 
Call Loans outside of Canada . : 25,400,166.98 
Secured by bonds, stocks and other negotiable securities of 
greater value than the loans and representing moneys Deed 
available with no disturbing effect on conditions in Canada. 
Col Loans in Canada 8,169,988.82 
— on demand and secured by "bonds and stocks of greater 
alue than the loans. 
Bankers’ Acceptances ‘ ‘ 361,924.25 


Prime drafts accepted by other banks. 


TOTAL OF QUICKLY AVAILABLE RESOURCES . $606,472,587.44 
{equal to 83.27% of all Liabilities to the Public} 


Other Loans . 174,141,011.90 
To manufacturers, farmers, merchants and "others, on conditions 
consistent with sound banking. 
Bank Premises ° 14,000,000.00 
Two properties only are carried in “the names of holding com- 
panies; the stock and bonds of these companies are entirel 
owned by the Bank and appear on the books at $1.00 in eac 
case. All other of the Bank's premises, the value of which largely 
exceeds $14,000,000, appear under this beading. 
Real Estate, and ape on Real Estate Sold by 


the Bank ° 1,507,373.67 
Acquired in the course of the Bank’ s business and in process of 
being realized upon. 
x Customers’ Liability under erences and 

Letters of Credit . : 7,168,979.49 
Represents liabilities of customers on account of Letters of Credit 
issued and Drafts accepted by the Bank for their accounts, 

Other Assets not included in the Foregoing . ‘ 1,792,045.52 


Making Total Assets of . - $805,081,998.02 
to meet payment of Liabilities to the Public of 728,315,850.20 


leaving an excess of Assets over Liabilities to the Public of $ 76,766,147.82 


HEAD OFFICE: MONTREAL 
NEW YORK AGENCY, 64 Wall ag a ao L. Haskell, K. C. Winans, G. R. Ball, Agents 
CHICAGO OFFICE, 27 South La Saile J. G. S. Orchard, Manager 
SAN FRANCISCO OFFICE, Bank of ious (San Francisco), 333 California Street: 
F. G. Woods, President 


responsive and re- 
sponsible correspondents 
throughout the Southwest, 
your items on Fort Worth 
and other points in this sec- 
tion will be given prompt at- 
tention when forwarded di- 


rect to... 


Fort WorRTH 
NATIONAL 
BANK 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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How to Keep Small Loans Liquid 


By JOHN FARNHAM 


E principal objection that bankers advance for not 
taking on the currently popular instalment or amortized 
Joan is that such loans are not sufficiently liquid to war- 

rnt consideration by a commercial bank, which, it is pointed 
oat, should not make loans other than of the self-liquidating 
commercial type. Theoretically such an objection cannot be 
denied, for it would be absurd to advance the opinion that a 
three-year F.H.A. housing improvement loan or a 12-month 
wtomobile loan possessed the liquidity factors of, for ex- 
ample, a 90-day acceptance. 


LIQUIDITY THAT IS DEPENDENT ON A MARKET 


BUT looking beyond the theory, instalment loans do pos- 
sis liquidity to a marked extent, if they are compared, not 
with the traditional type of commercial bank loan, but with 
theaverage medium sized bank’s general bond account. Such 
am account is usually made up of short, medium and long 
term corporate and municipal issues, whose liquidity, in the 
last analysis, is based on marketability. To a certain extent 
this is a fallacious sort of liquidity, for it is not inherent in 
the security itself, but on the willingness of someone else to 
buy it. In good times, of course, these potential purchasers 
are readily available, but similarly, in bad times, they often 
arenot. Thus, it develops as almost axiomatic that a general 
bond account is liquid when the bank does not need its li- 
quidity, and liquidatable only at a loss when the bank needs 
it most. 

In recognition of this disability many bank bond buyers 
have adopted the practice of staggering their bond matu- 
ities in order to assure themselves that, whatever may 
happen to the general bond market, their own holdings will 
beconverted automatically into a steady flow of cash as suc- 
cessive maturities are reached. Also, it is usual to make 
doubly sure that forced sales on falling markets will not be 
necessary, for these staggered maturity bond accounts to be 
heavily loaded with short maturities. 


ONE BANK’S PROPORTIONS 


ONE bank that follows this procedure has 40 per cent of its 
maturities falling within 18 months and only 20 per cent in 
more than five years. Considering that this bank carries a 
6) per cent reserve in commercial paper, cash and ultra- 
short Government obligations ahead of its bond account, it is 
obvious that its management has taken every precaution to 
insure that adequate funds will be available in any emer- 
gency. 

_ Yet conservative as this management of the bond account 
is, It offers a no greater degree of liquidity than could have 
been obtained through a similar handling of an amortized 
loan account. 

Let us assume that a bank wishes to build up a portfolio 
of 12-month paper totalling $390,000. It is necessary, in this 
instance, to make loans of $60,000 a month because, although 
the total sum desired is only $390,000, repayments are so 
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rapid that only about half the sum lent, on the average, 
stays on loan. 

Of course, as a practical matter it would probably be im- 
possible for any bank to make exactly the same amount of 
loans in each class, each month, although this is unquestion- 
ably an ideal to be striven for, especially when it comes to the 
matter of liquidation with which this discussion is primarily 
concerned, for regularity of investment means that the rate 
of liquidation can be accurately plotted far in advance of the 
time that it may be desirable to institute it. 


LIQUIDATION IS RAPID 


A DIVERSIFIED portfolio of amortized loans possesses a 
truly high degree of liquidity. In terms of percentage, a bank 
that entered the amortized loan field today on a ratio of ap- 
proximately 40, 35 and 25 per cent for one, three and 12-year 
loans respectively could stop making loans at the end of a year 
and confidently expect to get back 30 per cent of its funds 
within three months and 75 per cent within a year. It could 
expect nearly as rapid liquidation if it stayed with the loans 
for three years and acquired for itself a full quota of three 
year loans. 

Indeed, if it completed the whole program, the first three 
months of liquidation would see over 25 per cent of the port- 
folio converted into cash while over 60 per cent would con- 
vert within a year’s time. In terms of deposits this means 
that, if such a portfolio as this were acquired to secure the 
bottom 40 per cent of deposits, a bank could watch its 
deposits shrink by 85 per cent in a year and still meet all 
demands upon it. It is hard to see how even the most care- 
fully selected bond account could be expected to insure much 
greater security. 


ONE-YEAR PAPER IS IMPORTANT 


OF course, the success of this liquidation depends on the 
relatively large proportion of one-year paper in the aggregate 
portfolio and this in turn may constitute an objection to 
putting such a loan program as this into effect. On the basis 
of a theoretical program, for example, it is reasonable to 
suppose that a bank wishing to employ $900,000 in this way 
would have little difficulty in picking up $2,000 in mortgages 
and $18,000 in housing loans a month, while at the same 
time finding it impossible to get more than a fraction of 
$60,000 a month in 12-month paper. However, this should 
not of itself present an insurmountable obstacle for the dif- 
ference between the $60,000 a month necessary to make liqui- 
dation work out on schedule and the amount actually lent 
in 12-month amortized loans could be employed each month 
in the purchase of other one-year paper. Inasmuch as such 
paper would probably be for a whole maturity of a year rather 
for 12 subsidiary maturities, it would throw the liquidation 
schedule for the first 12 months out of line, although it 
would not change the percentage of funds turned into cash 
at the expiration of a year’s liquidation period. 


MEMORANDUM OF SETTLEMENT 


Date 


LOAN GRANTED TO MR. 
MAIL BOOK TO 
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Shown here are a few of th de 


e 
forms that are helping to build 
small loan departments into a 
major source of profit in banks 
from coast to coast. 


matter what the size of your bank 


SMALL LOANS CAN 
BE PROFITABLE 


HERE’S a small bank in Kentucky that 
realized 85% of its total profit last year from 
_ personal loans. And there’s a huge institution in 
New York, with branches and correspondents 
throughout the world, whose personal loan de- 
partment has been exceedingly active and profit- 
able for over 10 years. 


Whether you operate in Wall Street or Main 
Street, your bank can increase its strength and 
earning power by putting a Kardex Visible Per- 
sonal Loan System to work. In addition, it is 
being used successfully to collect charged-off 


10 


commercial loans. The beauty of this system is 
the compact control it gives you from the time 
the loan is extended until the moment it is paid 
up. The complete case history of every loan and 
every borrower is available instantly. Moreover, 
bright colored signals in the visible margins in- 
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dicate which payments have been made. De- 
linquents automatically stand still and spot 
themselves at a glance. No separate collection 
record is necessary—no moving of cards to in- 
dicate those paid. Follow-up dates are signalled. 
Co-makers promptly notified. 


Posting is reduced to a bare minimum, yet with- 
out loss of detailed information. Handling at the 
paying window is speeded up. Numerical, alpha- 
betical and cross-reference finding is fast and 
sure. The task of daily proving becomes simple. 


A Specially-Designed Personal loan 
System for your Bank 


No matter what the size of your bank, Reming- 
ton Rand can hand-tailor a system that will meet 
your own special requirements. There is nothing 


Remington 
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inflexible about this system. It applies equally 
well to machine posted or pen-posted methods. 
And because the volume of small loan business 
varies from community to community, because 
habits of repayment of loans are different in one 
part of town than they are in another, because of 
many other variable factors, Remington Rand 
offers you the services of experienced banking 
specialists in the study of your small loan 
problems. A phone call to your local Remington 
Rand man will bring full details, or mail the 
coupon if you prefer. 


REMINGTON Ranp Inc. 


Bank Department, B-11 
MAIL 465 Washington St., Buffalo, N. Y. 


COUPON: Gentlemen: 

Y : Please furnish me with the full particulars of 
— our Kardex Visible Personal Loan System — 
understand this places me under no obligation. 


Name 
Bank 
Address 


City State 


date tor 
is 
nd : 
# 
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U. S. Government Securities 


Home Owners’ Loan Corporation Bonds 
Federal Farm Mortgage Corporation Bonds 
Federal Intermediate Credit Bank Debentures 
Federal Land Bank Bonds 


Municipal Bonds and Notes 


Bank and Bankers’ Acceptances 


Railroad Bonds 
Equipment Trust Certificates 
Public Utility and Industrial Bonds 


Canadian Government, Provincial 
and Municipal Bonds 


Foreign Government Securities 


Discount Howse 


SALOMON BROS. & HUTZLER 


MEMBERS OF THE NEW YoRK STOCK EXCHANGE 
Sixty Watt Street 
New York 


Boston _ Philadelphia 


Many thousands 
of INVESTORS 


and business men have depended 
upon Babson’s Reports — oldest 
service of its character in America 
—for guidance thru four com- 
plete business cycles, two financial 
panics, and a World War. 


Get Further Facts 


on this service which has been 
helping clients for over thirty years. 
Acquaint yourself with the Babson 
Three-Point Program of protection, 
income and profit. Learn how this 
program can guide you under to- 
day’s confused conditions. Clip 
the coupon and mail! 


Babson s Reports 


Dept. 61-12, Babson Park, Mass. 


Send — without cost or obligation | 


— full particulars of your service for 
investors and business men. 
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Chicago 


Cleveland Minneapolis 


‘O MUTUAL 
THIS YEAR 


@ You can save as much as 20% 
to 25% on your Automobile, 


Public Liability, Workmen's Com- 
pensation and other casualty insur- 
ance premiums by changing to a 
strong Mutual Company. In addi- 
tion to the saving, you y better 


service because you deal directly 
with the Company — and because 
the Company’s only interest is in 
better service and greater savings to 
policyholders. 


Branch offices in the principal 
cities of the Middle West. Con- 
sult your Telephone Directory 


The Public 


ET’S turn the tableson the newspaper 
men and ask them a few questions, 


They move about town, meet all 
sorts of people, are familiar with all sorts 
of human activities, think clearly, read 
intelligently, and have the enviable 
ability to reach the bottom of things by 
the most direct route. They are carefy| 
and accurate students of public psychol- 
ogy. They are not easily fooled. They 
are, in short, good folks to know, 

So, for a change, why not interview 
the interviewer? Ask him his opinions 
about the chief public relations prob- 
lems faced by the bank or banks in his 
community today. His answers will 
show that he is a keen observer, an 
unusually well informed person. 


THE EDITORS UNDERSTOOD 


BANKING submitted this question to 
several newspaper men—mostly finan- 
cial editors—in cities throughout the 
country. The replies showed a surprising 
familiarity not only with the public 
relations job which banks must do, but 
with the general problems of banking. 
The editors, for instance, said that 
the public must be educated to a better 
appreciation of what a bank is. People 
must be taught the nature of banking 
services and the extent of its facilities. 
They must learn that service charges 
are not a mild form of extortion, but an 
insurance of sound banking. They must 
also understand the recent legislative 
changes affecting the banks’ business. 


LOANS, OF COURSE 


BUT the biggest job, said more than 
one of the newspaper men, is the finding 
of suitable outlets for loans. In this 
connection, the establishment of per- 
sonal loan departments and similar 
channels for reaching the small borrower 
was frequently mentioned. 

An eastern financial editor said: 
“Public sentiment toward banks and 
bankers is slowly and surely swinging 
away from the unfavorable situation 
created by the depression period. Lead- 
ers have been frank in advising that it 
would be necessary to launch advertis- 
ing campaigns and other forceful meth- 
ods to win back the goodwill of the 
public. This was done willingly and the 
results have been highly gratifying. 

“So today we find that the main 
problem for banks is not fear of the 
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on Publie Relations 


public, but finding an outlet for the 
huge reserves of idle funds which are 
bulging the vaults. Basically sound as 
janks are, interest rates continue low, 
due to lack of profitable investments 
jor portfolios. As a result, a revolution- 
ary move on the part of several leading 
commercial banks was made during the 
past year with their entry into the 
small personal loan field. 


TWO JOBS AT ONCE 


“THIS move should do much to im- 
prove still further the feeling of the 
public toward the banks. It also seems 
to be an aim in the right direction to 
help solve the question of surplus funds. 
Banks with resources running into hun- 
dreds of millions of dollars are now dis- 
playing placards telling the ‘little man’ 
how it is possible to obtain credit at 
reasonable interest rates for such pur- 
poses as buying an automobile, to meet 
personal and household bills, to modern- 
ie and repair homes, to purchase home 
appliances or to finance the building of 
anew home. 

“The finding of new channels for 
bans in business, usually handled 
through credit agencies, is the current 
problem of banks.” 


GOOD WILL AND PROFITS 


A FINANCIAL editor in a southwest- 
em city has something to say along the 
ame line: ‘I wish that more might be 
done in the line of accommodation for 
small borrowers, particularly salaried 
persons of good character, at reasonable 
discount rates and with minimum red 
tape, 

“Let us say that a steadily employed 
man has an excellent retail credit rating. 
He can buy at will from a store which 
isin turn financed by a bank when the 
store needs credit. Is that bank taking 
any greater risk if it makes a $50 loan 
to the man on his signature alone? Or is 
it less risky to lend at a finance com- 
pany which in turn makes a loan to this 
‘ume man, than to grant the credit to 
the man himself, at a saving to him? 

“Banks here are making a start along 
that line, particularly in financing in- 
stalment automobile purchases directly 
with the purchaser. Every such account 
handled satisfactorily makes a friend 
for the bank, as well as a profit for the 
bank’s stockholders.” 
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The problem of finding employment 
for surplus funds was also stressed by 
an editor in a large middle western city. 

“Probably the most important of the 
many problems facing the public rela- 
tions department of banks in this or any 
other territory, especially at the present 
time,” he stated, “is the finding of suit- 
able outlets for loans. 

“The bank, after driving home the 
idea that the bank itself is a safe and 
sound institution, must create confi- 
dence in the individual’s own ability 
to borrow; after he has borrowed, it 
must maintain that confidence in 
getting the loan repaid. 


BUILD UP DEMAND 


“IN other words, many persons and 
organizations are now dismissing the 
borrowing question with ‘Let’s wait 
until after the first of the year.’ Banks 
must createa desire for immediate action 
by the potential borrower. In every sec- 
tion of the country there are people— 
hundreds of them—who could use 
credit if they knew how and where to get 
it. It is the duty of the public relations 
department to build up this demand and 
to act as a sort of go-between for the 
bank and these persons.” 

An editor in the South thought that 
one of the biggest public relations prob- 
lems facing banking was to make people 
understand that the banks desired to 
make loans—loans that would be re- 
paid. 

The public should also realize, he 
said, that bank officers are not “hard- 
boiled”, but that when they decline an 
unsound loan they are only doing their 
duty. 


INDUSTRIAL LOANS 


ONE New England editor favored the 
establishment of “industrial loan de- 
partments” to care for the needs of the 
small borrower. “These departments,” 
he said, “will furnish money at 5 per 
cent, repayable weekly or monthly, 
to persons of good character who have 
definite incomes. The banks are ad- 
vertising and appealing to this class of 
people to finance the purchase of auto- 
mobiles, furniture, etc. They are also 
educating the public in the direction 
of consolidating bills and establishing 
better credit relations with the mer- 
chant, grocer and doctor. 


SPOTLIGHT 


Bankers need—and use 
—facts. 


With private construction 
back in the spotlight, bankers 
will need building facts more 
than ever before. 


Increasing building activity 
means broadening demands 
for building loans and, real 
estate accommodation—and 
opportunities for larger bank- 
ing profits. 


For a few cents a day you 
can know the true building 
conditions. Your customers use 
DODGE STATISTICAL RE- 
SEARCH SERVICE to get 
building facts. They know its 
dependability, timeliness, 
utility. Keep abreast of them, 
with profit, by knowing the 
facts, too. 


DODGE STATISTICAL 
RESEARCH SERVICE 


F.w. DODGE 


F. W. Dodge Corporation 
119 W. 40th St., New York, N. Y. 
Send—without obligation—free 


sample copies of ‘‘General Service” 
bulletins. 


(Please attach coupon to your letterhead) 
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Amount Underwriting 
of Issue Interest 


$10,000,000 ARKANSAS LOUISIANA GAS COMPANY .. . . $1,500,000 
First Mortgage 4% Bonds, Due July 1, 1951 


65,000,000 BROOKLYN-MANHATTAN TRANSIT CORPORATION 5,909,000 
Rapid Transit Coll. Trust Bonds 444 % Series, Due May 1, 1966 


45,000,000 BROOKLYN-MANHATTAN TRANSIT CORPORATION 4,091,000 
Rap. Tran. Coll. Tr. Ser. Bonds 3% & 3%%, Due May 1, 1937-51 PARTIAL LIST of the 
10,000,000 CALIFORNIA WATER SERVICE COMPANY. . . ._ 1,750,000 
First Mortgage 4% Bonds, Series B, Due May 1, 1961 176 bond, note and deben. 
5,250,000 CATHOLIC BISHOP OF CHICAGO . . 3,750,000 ure issu ; : 85 iss’ 
Ser. D Notes 2%, 24%, 3% % & 4%, Due Feb. 1, 1937-41, 46, 56 5,74 
+ 7,000,000 CENTRAL VERMONT PUBLIC SERVICE CORP.. . . 2,973,000 Halsey, Stuart & Co. Inc, $55, 
First Mortgage 3 4% % Bonds, Series B, Due Aug. 1, 1966 was identified during 1936 + Bwritte 
t+ 5,500,000 CHICAGO & ILLINOIS MIDLAND RAILWAY CO. . . 1,000,000 ea ion 
First. Mtg. 20-Year Sinking Fund 4% % Bonds, Ser. A, as one of the original under. §)™° 
Due Mar. 1, 1956 


9,500,000 CUMBERLAND COUNTY POWER & LIGHT COMPANY 950,000 | “*#ersis presented below, 
Underwriting interest in 


First Mortgage 3 4 % Bonds, Due Oct. 1, 1966 


7,500,000 DALLAS JOINT STOCK LAND BANK. .. . 1,500,000 
cri 3% Bonds, Due June 1, 1942; Opt. 40 jae the fifty corporation and pate Pp 
27,000,G00 THE B. F. GOODRICH COMPANY . . . . . . . 1,000,000 foreign issues with which 195,5¢ 
First Mortgage 4% % Bonds, Due Dec. 1, 1956 ; ; repres 
+ 4,935,000 GREAT NORTHERN RAILWAY COMPANY . . . . 1,645,000 this organization was so 5? ; 
ee First Mortgage Bonds, Series A, 344%, Due Dec. 1, 1966 a ; less than 1% to 100%. Of the (exch 
17,000,000 KINGDOM OF NORWAY . . 3,600,000 _ Fernme 
20-Year 444% S.F. Ext. Loan Coupon Bonds, Due March i; 1956 hundred and States 
25,000,000 KOPPERS COMPANY. . . - 900,000 six municipal issues, 
First Mortgage & Coll. Trust 4% Bonds, Due Nov. L 195 1 
5,600,000 LAKE SUPERIOR DISTRICT POWER COMPANY . 1,025,000 
First Mortgage Bonds, Series A, 344%, Due Oct. 1, 1966 
48,000,000 MONTANA POWER COMPANY . . . « « 1,500,000 CONNECTICUT $1,00¢ 
First & Ref. Mortgage 3% % Bonds, Due Dec. Fe 1966 $ 500,000 2.10% Bonds, mii * 150 
62,545,500 NATIONAL DAIRY PRODUCTS CORPORATION . . 2,000,000 315,000 DANBURY > a 
3% % Debentures, Due May 1, 1951 3 3% Bonds, Due 1938-69 
225,000 DARIEN * 100 
20,000,000 OKLAHOMA NATURAL GAS COMPANY ‘ - + 1,500,000 . 1%% Bonds, Due 1937-51 
First Mortgage Bonds, Series A, 444 %, Due May 1, 1951 * 120,000 pry > — 8,000 
nds, e 
$30,800,000 THE PENNSYLVANIA RAILROAD COMPANY . 3,900,000 900,000 WATERBURY 
30-Year Secured 4% Serial Bonds, Due Jan. 1, 1937-64 & 24% Bonds, 
7,250,000 PENNSYLVANIA STATE WATER COMPANY . 1,000,000 COLORADO 
First Coll. Trust Bonds, 4% % Series, Due Nov. 1, 1966 15,000,000 COLORADO, STATE OF 
$22,000,000 THE PEOPLES GAS LIGHT & COKE COMPANY . 3,000,000 la FEY Deccan 25,06 
First & Refunding Mtg. 4% Bonds, Series D, Due June 1, 1961 enone 
¢ 1,000,000 PUBLIC SERVICE COMPANY OF NEW HAMPSHIRE ._ 1,000,000 500,000 CHATHAM COUNTY . 
First Mortgage 3% % Bonds, Series E, Due Aug. 1, 1961 car teak Sec nei 
16,000,000 PUBLIC SERVICE COMPANY OF OKLAHOMA . . . 2,100,000 — —.: i 
First Mortgage Bonds, Series A, 4%, Due Feb. 1, 1966 3,000,000 BOARD OF EDUCATION 
25,000,000 SAGUENAY POWER COMPANY,LTD. . 1,000,000 OF THE CITY OF CHICAGO 1,59 
First Mtg. 444 % Sinking Fund Bonds, Ser. A, Due April a 1966 on 39-47 wien: 
9,000,000 SIOUX CITY GAS & ELECTRIC COMPANY . . . 1,500,000 6,600,000 3% Bonds Due 1957 50 
First Mortgage 4% Bonds, Due July 1, 1966 Opt. 39-42 1 
_ 14,500,000 SOUTHERN KRAFT CORPORATION . . . 1,500,000 *32121,955 CHICAGO PARK 
First Leasehold & Gen. Mtg. 4% % Bonds, Due June 1, 1946 Due 195 $- -56; Opt. 1946 
$15,000,000 SOUTHERN NATURAL GAS COMPANY . . 4,657,000 petra 1,5¢ 
First Mtg. Pipe Line S. F. Bonds, 444 % Series, Due Oct. L 1951. *10,118,000 VARIOUS IOWA COUNTIES sn 
t+ 9,150,000 SOUTHERN PACIFIC COMPANY. . . . 1,650,000 & 2% ’ 
2%% Equipment Trust Certificates, Due Nov. 1, '1937- 5 1 
60,000,000 THE TEXAS CORPORATION 1,400,000 * 231 500 WICHITA 1,77 
3% % Debentures, Due June 15, 1951 , 2% Bonds, Due 1937-46 
27,000,000 WEST PENN POWER COMPANY . . . . 2,800,000 pons 
First Mortgage Bonds, Series I, 34 %, Due Jan. 1, 1966 875,000 MAINE, STATE OF 13 
* + 5,600,000 WEST VIRGINIA WATER SERVICE COMPANY . . 1,475,000 2% Bonds, Due 1937-45 
First Mortgage Bonds, 4% Series, Due April 1, 1961 a 
32,000,000 WISCONSIN POWER & LIGHT COMPANY . . . . 3,750,000 * ‘207,000 CAMBRIDGE |. /- 5 
First Mortgage Bonds, 4%, Due June 1, 1966 * 100,000 CUMBERLAND ‘4 
25,000,000 WISCONSIN PUBLIC SERVICE CORPORATION . ._ 1,000,000 244% Bonds, Due 1947-50 
First Mortgage Bonds, 4% Series, Due June 1, 1961 MASSACHUSETTS 44 
11,500,000 BOSTON 
t Syndicates headed by Halsey, Stuart & Co. Inc. Due 193 
anu 
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ISSUES 


in which Halsey, Stuart & Co. Inc. participated as an original underwriter 


originating in 22 states, 
issues aggregating 
$55,745,507 were under- 
written alone; partici- 
ations in the remainder 
iotaled $31,476,750 or 
wer 164%. In aggre- 
gate par amount ($1,219,- 


195,507) 
represent 


the 176 issues 
over one-fifth 


of all bond financing 
excluding U. S. Gov- 


ermment) 


in the United 


States during the year. 
* To December 19, 1936 


$1,000,000 
* 150,000 
* 120,000 
* 100,000 

8,000,000 


* 130,000 


25,060,000 


* 185,000 


* 950,000 
1,590,000 


500,000 
100,000 
1,500,000 


1,000,000 
* 120,000 
1,770,000 


315,000 


RIVER 

0.84% nee Due 1936-37 
HAVERH 
2% Bonds, Dy Due 1937-46 
LEOMINSTER 
2%% Bonds, Due 1937-56 
LOWELL 
2%% Bonds, Due 1937-46 
MASSACHUSETTS, 
COMMONWEALTH OF 
1% Bonds & 0.36% Notes, 
Due 1937-41 (2 Issues) 
SPRINGFIELD SCHOOL 
2% Bonds, Due 1937-56 


MICHIGAN 
2% &AB 
Bon 1937-63 (2 Issues) 
MONRO) 


14% Due 1937-44 


MINNESOTA 
MINNEAPOLIS 

2.20% Bonds, Due 1939-66 
MINNESOTA, STATE OF 


0.60% Cf. of Indebt., 
Due 1937 


RAMSEY COUNTY 

Bonds, Due 1937-56 
ST. PAUL 

2.10% Bonds, Due 1937-46 


KANSAS CITY 
2%4% & 2% Bonds, 
Due 1938-76 
MISSOURI, STATE OF 
2% Bonds, Due 1942-43 
JOSEPH 
Due 1941-56 
ST. 


2% Bonds. Due 1942-46; 
Opt. 1 


NEW JERSEY 


MIDDLESEX COUNTY 
4% Bonds, Due 1936-53 


NEW YORK 


500,000 ALBANY co’ 


110,000 


4,400,000 


January 1937 


UNTY 

144% Bonds, Due 1937-41 
ASHFORD, MACHIAS, 

TOWNS OF Ss. D. NO. 4, 
3.20% Bonds, Due 1939-55 
0.50% N % % 

lotes; 2.70% & 3.30 

Bonds, Due 1937-46 (3 Issues) 


*$ 180,000 


110,500 


190,000 EAST: 


230,000 
240,000 
149,572 
3,000,000 


3,250,000 
* 3,800,000 


55,000,000 
* 211,500 


* 150,000 


17,500,000 


1936 


CARMEL & PUTNAM VALLEY, 
TOWNS OF 


C. S. D. No. 1,4% Bonds, 
Due 1936-45 

CORTLAND 

2.20% Bonds, Due 1937-56 
‘CHESTER U.F.S.D. NO. 1 
3.10% Bonds, Due 1939-58 
ELMSFORD 

4% Bonds, Due 1936-53 
GREENE COUNTY 
2.70% Bonds, Due — 
HIGHLAND F. 

3.10% Bonds Dee i 1937-66 
NASSAU UNTY 

2%4% Due 1938-53 


NEW YORK CITY 
3% Bonds, Due 1947-51 


NEW YORK, STATE OF 

0.25 %, 0. 0.30%, & 0.40% Notes 
Due 1936- 

(Four 


NEW YORK, STATE OF 

144% Bonds, Due 1937-46 

ONEIDA 

1. 60%, : 2. 2: 10% & 2.60% Bonds, 

Due 19 

(T 

PAVILION, BETHANY, 

COVINGTON, ETC., Cs.D 
NO. 1 3% Bonds, Due 1938-56 

PT. OF NEW YORK AUTHORITY 

3%4% Bonds, 

Due May 1, 1976; Opt. 1941 


* 155,000 POU 


322,000 
2,000,000 
* 530,000 


IGHKEEPSIE 
1.70% Bonds, Due 1937-46 


RENSSELAER COUNTY 
2.40% Bonds, Due 1937-56 


ROCHESTER 
14%4% Bonds, Due 1937-41 


WESTCHESTER COUNTY 
2%% Bonds, Due 1937-55 


$1,265,000 


355,000 


411,000 


410,000 
5,000,000 
* 101,000 


* 300,000 
* 247,500 


4,200,000 


250,000 


10,015,000 


* 140,000 
450,000 


2,500,000 


YONKERS 
3.10% & 3.30% Bonds, Due 1936-64 
NORTH CAROLINA 


DURHAM 
3% & 312% Bonds, Due 1939-76 


OHIO 


CINCINNATI 
2% Bonds, Due 1937-55 


PENNSYLVANIA 
ALLENTOWN 

2% Bonds, 46 
PHILADELPH 

34% Bonds, Due 1986; Opt.1956 


POTTSVILLE 
Bonds, Due 1937-61 


RHODE ISLAND 


RHODE ISLAND, STATE OF 
3% Bonds, Due 1942-43 


WESTERLY SCHOOL 
2%4% Bonds, Due 1938-51 


SOUTH CAROLINA 

SOUTH CAROLINA, STATE OF 
2%% Bonds, Due 1945-54 
TEXAS 

FORT WORTH 

3%4% & 342% Bonds, Due 1938-66 
VIRGINIA 


VIRGINIA, COMMONW’TH OF 
1%4% & 2%% Bonds, Due 1937-66 


GREEN B 

1%% Bonde Due 1938-43 

MILWAUKEE COUNTY, WIS. 
METRO. SEWERAGE AREA 

214% Bonds, Due 1947-56 

MILWAUKEE COUNTY 

2% Bonds, Due 1937-45 


* Underwritten alone by Halsey Stuart & Co. Inc. 


Descriptive circulars and current quotations will be supplied on any of the 
foregoing securities upon request. 


SEND FOR THIS 


YEAR-END BOND REVIEW 


It will give you a quick, yet comprehensive review 
of the activities and influences operating in the 
1936 bond market as a whole—and in each separate 
classification. Every bond investor will benefit 
from a reading of this review—gaining a better 
understanding of past trends and a basis for 
future judgment. A copy will be sent without obli- 
gation, upon request. Simply write for leaflet KC-17 


HALSEY, STUART & CO. Inc. 


CHICAGO, 201 South La Salle Street 
AND OTHER PRINCIPAL CITIES 


. NEW YORK, 35 Wall Street 
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CORRESPONDENT BANK 
SERVICE 


Tue Cuasz Nationa Bank represents a large 
number of banks and bankers as New York 


correspondent and reserve depository. 


In addition to routine banking service, the 


Chase offers correspondents: 


Loan accommodations at short notice on terms war- 


ranted by conditions. 


Current information and statistical data on all types 


of investments. 


Facilities for the safekeeping of securities and for plac- 
ing orders in all security, commercial paper and ac- 


ceptance markets. 


An international organization for clearing foreign 


items. 


Reports on trade situations and on the financial con- 


dition of companies and individuals, here and abroad. 


THE 


CHASE NATIONAL BANK 


OF THE CITY OF NEW YORK 


Member Federal Deposit Insurance Corporation 
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Congress Ahead 


Washington, D.C. 

LTHOUGH there is still a considerable amount of re- 

A form in the Washington air, the chief purpose in view 

as the new Congress meets seems to be a clarification 

of recovery along the lines indicated by the business im- 

provement last year. Such a policy does not preclude re- 

form, but it emphasizes the necessity for that cooperation 

to which both Government and business seem in fair 
measure committed. 


FINANCIAL LEGISLATION 


THE question of what is to be the most important financial 
legislation before Congress is a matter of opinion and cir- 
cumstance. From the standpoint of national interests, ex- 
tension of the President’s power to lower further the gold 
value of the dollar may perhaps be considered the most im- 
portant. It is generally understood in Congressional circles 
that this extension will be promptly granted. Apparently the 
Administration wants to maintain the dollar at its present 
gold level, but in view of the possibility that other currencies 
may be further devalued or that sterling exchange will take 
aconsiderable drop, even opponents of devaluation are dis- 
posed to continue the President’s authority for trading 
purposes. 

Another monetary matter to be considered is the question 
of adopting an outright managed currency. As a matter of 
fact, under the new international gold shipment agreement 
this country now is really on a managed currency basis; 
however, this is regarded as a transitional phase which will 
be resolved eventually by international stabilization. Op- 
posed to this prospect is the effort to be made by the infla- 
tionist bloc in Congress for a complete break from gold. 

Still another monetary question is the course to be fol- 
lowed with respect to silver. The silver purchase proclama- 
tion of the President expires by limitation on December 
31, 1937. Whether the policy of buying American-mined 
metal at an artificial price is to be continued must be decided 
by Congress. This is likely to open the whole question of the 
use of silver as money, a question for which the silverites in 
Congress are already prepared as a result of the recent con- 
ference of white metal Senators. 

What may easily become the most important subject of 
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legislation to banking, however, relates to the banks them- 
selves. For months the Federal Reserve authorities have been 
concerned over excess reserves and the possibility of a 
credit runaway. The increase in reserve requirements last 
August gave some control—already lost in mounting de- 
posits—and the Board now plans to take further corrective 
action soon. 

Meanwhile, there seems to be a growing conviction in 
Reserve circles that present laws do not afford the Board of 
Governors as much power as it needs and that, to make any 
method of credit control effective, the Reserve or other 
Federal authorities must have more control over all banks. 
The result is a renewed movement looking toward a unified 
banking system, an extension of branch banking and other 
changes, which will meet strong opposition. 

What will come of this depends upon the attitude of 
Congress. This is a new national legislature. It may be more 
radical than its predecessor, but probably not. At all events, 
its disposition toward the financial world is not yet known. 


FINANCIAL AND OTHER AGENCIES 


THE power of the Reconstruction Finance Corporation to 
make new loans expires on January 31 unless renewed. 
There is considerable uncertainty as to the course the Gov- 
ernment will pursue in the matter of this extension. There is 
a feeling that it would be a mistake to cut off the power at 
a time when the railroads may need more help; and the 
agricultural bloc believes the Corporation’s power to aid 
farming should not be curtailed. On the other hand, the 
demand for credit for other purposes has fallen to a point 
where it is clearly not now required. One school of thought 
considers the business emergency over, and urges the 
advisability of liquidating all emergency credit agencies as 
rapidly as possible. A middle ground is likely to be chosen 
which will permit new R.F.C. loans for a limited number of 
specified purposes during another year. 

Moreover, several agencies or activities will expire by 
limitation unless their existence is specifically prolonged. 
There is a movement to bring some of them into the perma- 
nent Government establishment, and probably this will be 
done as the emergency phase of their operations disappears. 

GrorcE E. ANDERSON 
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Resolved, Good Government 


are about to begin not only a new year but a new 
\Y) era in municipal finance. The dark days of discour- 
agement and disaster are over. Municipal credit, 
generally speaking, is stronger than ever—at least if interest 
rates and bond prices mean anything it is. Only a few sore 
spots localized in half a dozen states or so remain to remind 
us of the general pain which affected the body municipal 
only three years ago. Now is the time for the good resolu- 
tions, before the memory of that evil day fades in the warm 
rich glow of 2 per cent money. The griefs of 1932 and 1933 
had causes clearly enough seen at the time, some of them 
preventable-—and they ought to be prevented for the future. 
They will not be, however, unless we decide now to do some- 
thing about it. 


RESOLUTIONS 


I “IT WILL not buy municipal bonds sight unseen, or just 
* because they are said to be full faith and credit bonds, or 
just because they are tax-exempt.” This does not mean that 
you need to start an independent investigation of the affairs 
of such cities as New York or Boston before buying their 
bonds. It does mean, however, that you should not buy the 
bonds of Road and Bridge District Six of Buzzard County, 
or of the Pelican Swamp Reclamation District without first 
getting the facts about them—and these include the ratio to 
true value at which property is assessed, the overlapping 
debt and taxation for which the property owners of the 
district are responsible, and the history of tax collections. 
And this resolution applies to every unit of government 
whose financial condition is not a matter of general repute. 
Then there are funny little quirks in the law that make it 
desirable to read the legal opinion. 

For example, there is the beautiful little city of Florence, 
Alabama—one of the oldest and most stable communities in 
that state. It became involved in the Muscle Shoals boom 
and bonded itself for a lot of money which it can’t pay if it 
wants to, much less be forced to pay if it doesn’t want to, 
because the constitution of Alabama limits the amount that 
can be levied for debt to five mills on a 60 per cent assessed 
valuation made by the state. Florence collects 100 per cent 
of its tax levy every year, but its debt levy will produce only 
about 2 per cent interest on its present debt, leaving amorti- 
zation to the chances of the future. Bondholders might have 
known about this when they bought the bonds, but most of 
them never realized it until the boom broke and the city 
defaulted. 


I] “IT WILL never again forget that debts and taxes overlap.” 
* You may have bought bonds of Wild Duck County on 
the mere statement that they constituted, with other out- 
standing bonds of the county, 6.5 per cent of the county’s 
assessed valuation; but you will never do it again because 
you found out when the county defaulted that Shotgun 
Center, the county seat, had a debt amounting to 9.8 per 
cent of its assessed valuation, the Shotgun school district a 
debt of 8.7 per cent of its assessed valuation, the Sluiceways 
drainage district a debt of 5.4 per cent of its assessed valua- 
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tion, and that special assessments for sidewalks, curbs 
gutters, sewers and pavements covered Shotgun with another 
blanket of debt (for which the city was responsible if the 
assessment instalments were not paid) of 4.9 per cent, In 
all, the taxpayers of the county seat were submerged by a 
35.3 per cent debt. No wonder they could not pay it. And 
what happens when a boom breaks and assessed valuations 
go down on the run? Here is the answer from beautiful Lake. 
land, Florida, showing the overlapping debt in percentages 
of the county assessed valuation of all taxpaying property in 
the city for 1935: 


Road and bridge district No. 3 

Road and bridge district No. 12 

City of Lakeland 


4.4799, 
30.910 


Total on taxpayer’s neck 285 .052% 


Even assuming that the assessed valuations of the county are 
only one-fifth of true value, an overlapping debt of 57 per 
cent on such true value is sufficiently imposing. 

And while your resolution is still fresh in your mind, you 
might talk to your representative in the state legislature 
about changing the law so that this sort of thing cannot 
happen in your state again or ever. A group of citizens in 
Nassau County, New York, appointed by the Board of 
Supervisors to make recommendations for governmental 
reorganization, sat down nearly two years ago to draw a 
charter for their county. It passed the legislature, was 
signed by the Governor, and was ratified by the people of 
the county on November 3, 1936. They wanted very badly 
to do something about overlapping debts. The best they 
could get was a provision which may be put in force at any 
time by a popular vote in the county. It sets up a debt com- 
mission to which every unit of government in the county 
must submit its proposed loans. If any loan brings the over- 
lapping debt above 15 per cent of the assessed valuation, the 
commission may refuse after a hearing to grant the applica- 
tion, in which case the bonds cannot be issued except by 
authority of a two-thirds vote of the people of the county 
or the city, town, village or district concerned. Perhaps this 
attempt to solve the evil of overlapping indebtedness may 
suggest something to you. 


lil “T WILL never again fail to discourage as much as lies 
* in my power the practice of short term borrowing for 
current expenses.” That’s a tough promise for a banker 
because banks make legitimate money on short term munici- 
pal loans. There can be little quarrel with strictly tax antic- 
pation borrowing, although a little care in the adjustment of 
tax years to budget years would save many millions annually 
in interest to the cities of the country. But chronic short 
term borrowing that is never really repaid, one note following 
another and seldom growing less, is both common and 
dangerous. 
There is no safe basis for the conduct of a municipality 
but a cash basis. This does not mean that a city or county 
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By THOMAS H. REED 


Director, Consultant Service, National Municipal League 


should not borrow, in anticipation of taxes to be collected 
within the year, to meet the expenses for which those taxes 
were levied, but it does mean that the bills incurred in the 
year should be met from the receipts of the year. Some 
accountants protest against measuring expenditures against 
receipts. “‘ Expenditures,” they say, “should be balanced by 
revenues, disbursements by receipts.” But they are wrong 
from the point of view of sound municipal finance. The tax 
levied for a year is a revenue of that year. It is well enough 
to set it up as such, as a statistical exercise and for purposes 
of future comparison, but unfortunately the tax levied may 
not all be collected that year or ever. If expenditures have 
been budgeted on the anticipation that it will all be col- 
lected—there will be a deficit which can be covered only by 
a bank loan or a forced loan by way of withholding salaries 
or paying in scrip. There were several months when half 
the municipalities in the United States were on the verge of 
default, because their budgets were based on an artificial 
accrual of revenue instead of a realistic estimate of cash 
receipts. 


IV “T WILL never again fall for the specious arguments of 
* boosters who in the name of local patriotism seek to load 
the community with extravagant and unnecessary public im- 
provements.” There were those municipal auditoriums which 
it was the fashion to vote bonds for just a few years back. 
Cleveland built one of the first and one of the least unsuccess- 
ful of them, but it has never even faintly approximated 
self-support. 

You perhaps can recall a great gathering in your own town 
at which ordinarily sane business and professional men 
waxed impassioned over the need of an auditorium seating 
somewhere from 20 to 30 thousand people. You needed it 
about as much as a horse needs a fifth leg, but the eloquence 
and the patriotism and the fact that some rival city had one 
were too much for you. Atlantic City, where there would 
seem to be more excuse for one than almost anywhere else, 
spent some $15,000,000 building hers. It seats 42,000 people. 
Itcan accommodate a full-sized football gridiron and 20,000 
spectators besides. It has never paid operating expenses, and 
the more days a year it is used the worse the deficit. 


V “I WILL never again tolerate the construction of public 

* works at the public expense or on the public credit for the 
benefit of private speculators.” Perhaps you don’t feel that 
this one applies to you. If you live in an old, long established, 
slowly growing community, you probably have never been 
asked to do any tolerating of the kind. But if you have been 
living for ten years in one of the fast growing metropolitan 
areas or anywhere else where there has been a boom, the 
chances are better than ten to one that you at least ac- 
quiesced in the construction of sewers, sidewalks, pave- 
ments or ornamental street lighting in new or even projected 
subdivisions to be paid for by special assessments. This went 
om at a great rate in Florida, Michigan, New Jersey and 
other states. It seemed, if you gave it a thought, to be all 
right because the property benefited was going to pay for the 
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improvements which increased its value. But the bonds sold 
in most cases were general obligation bonds of the city which 
the taxpayers at large had to pay if the owners of the prop- 
erty upon which the assessments were laid did not. And they 
did not—at least enough of them did not so that the major 
part of the assessment bonds just had to be added to the 
general indebtedness of the city. 

Perhaps the best way of stopping this sort of thing is by 
including in your state city planning enabling act or in your 
city charter a provision requiring all plats of subdivisions to 
be approved by the planning commission, who should be 
given power to require that before any plat is approved the 
necessary “improvements” must have been put in by the 
owner. In Cincinnati, for example, the city planning com- 
mission may establish 


requirements as to the extent to which and the manner in which 
streets and other public ways shall be graded and improved, and to 
which water and sewer and other utility mains, piping or other 
facilities shall be installed, as a condition precedent to the approval of 
the plat. 


VI “T WILL never again be indifferent to the character and 
* quality of my local government or the efficiency and 
honesty with which it spends my money.” This is not intended 
as an act of morality. Nothing is further from the intention 
of this article than to read you a homily on your duties as a 
citizen. It merely suggests that you do what your own self- 
interest calls for. “Stop,” it says, “being so silly as to go on 
letting the boys in the city hall or the courthouse do to you 
what no merchant, beggar or bandit could do with im- 
punity.” After all, the most prolific cause of default has been 
the looseness with which the financial affairs of our munici- 
palities have been conducted. No one can tell just how much 
smaller our debts would have been if the works they con- 
structed had been built honestly and efficiently. 

There is a lot of loose talk about graft, extravagance and 
inefficiency in city government. It is too prevalent, especially 
the inefficiency, in all phases of local administration. But 
the margin for it in the ordinary operation of government is 
not great. Any one who can take the budget of the average 
city now and cut out ten per cent of it without curtailing 
service is entitled to be called a municipal necromancer. 
The largest part of operating expenditure is pay roll, and it is 
not a few dollars extra a.month on policemen’s and school 
teachers’ salaries that bring a city’s credit to the dust. The 
great examples of extravagance are to be found in the build- 
ings and other public works constructed with borrowed 
money. The great opportunities for graft are in the spending 
of huge lump sums by way of contracts for such things as 
trunk sewers, superhighways and million-dollar schools. 


CONCLUSION 


IN other words, honest and efficient management is an asset 
of a city as it is an asset of a bank. We have no means in this 
country of supervising our cities and other local units as we 
do our banks, although it is probably even more necessary. 
We have had to depend exclusively on the vigilance of the 
local citizen. It would be a proper occasion for three cheers 
and a couple of hallelujahs if we could bring to the aid of the 
citizen the banker in his capacity of investor and adviser of 
investors. This ties back to that knowledge of the facts 
referred to in our first good resolution. The most important 
credit asset of the individual is character. The most impor- 
tant credit asset of a city, town, village or county is good 
government. A lot of people don’t know it yet, but it is so. 
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The Bond Ceiling 


By G. W. WOODWORTH 


Assistant Professor of Banking, the Amos Tuck School 
of Administration and Finance, Dartmouth College 


JHE commercial banks of the United States are now face 

to face with probably the most critical investment 

problem of their entire experience. In recent months 
they have begun to abandon their depression policy of ex- 
treme liquidity by the purchase of long term bonds. In all 
probability, this represents but the beginning of large addi- 
tions to long term portfolios, since existing issues are being 
refunded on an unprecedented scale, and because a large 
volume of new-capital flotations appears most probable. 
The purely nominal yields on short term obligations are also 
a powerful force in promoting this great shift of investment 
position that appears to be underway. 

Certain dangers lurk in a portfolio of long term bond 
issues. For purposes of illustration take the position of 
the average country national bank in which security hold- 
ings are at present over three times capital, surplus and 
undivided profits. Surplus and undivided profits taken to- 
gether are 13 per cent of securities and capital stock is 19 
per cent. With such ratios, it is obvious that, if bond prices 
should decline 13 per cent, all of surplus and undivided 
profits would be absorbed; further declines would encroach 
upon capital stock, which would just cover the loss if values 
should drop as much as 32 per cent. 

But, it may be asked, is there any possibility of such per- 
centage declines in bond values? Past experience provides 
some basis for an answer. In 1920, the yield on Moody’s 
Aaa’s was 6.12 per cent; in 1929, it was 4.73 per cent; now it 
is about 3.16 per cent. In 1920, United States Government 
bonds yielded 5.32 per cent; in 1929, 3.60 per cent; and now 
their yield is about 2.20 per cent. 

Thus, should 1920 or 1929 be re-enacted the bank with 
holdings composed entirely of highest-grade, long term bonds 
would have its capital funds almost completely, if not en- 
tirely, wiped out. 


POSSIBLE, AT LEAST 


THE objection may here be raised that the conditions as- 
sumed are so extreme that they have no practical applica- 
tion. First, it may be said, there is not the slightest possibility 
of money rates again touching the 1920 or even the 1929 
level. To this, the answer is that such rates do not appear 
probable but that they are quite possible. 

Then it may be objected that no bank is likely to have a 
security portfolio with an average maturity of 50 years, or 
even 30 years. Doubtless this is true as a general rule, al- 
though it is easily conceivable that there may be a disturbing 
number of exceptions. It must be remembered that not only 
are existing bonds being largely refunded into longer ma- 
turities but also that we appear to be on the verge of an 
enormous volume of new issues. 

It seems fairly certain that the highest-grade bond market 
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is now in a ceiling area. Money rates and bond yields are 
about as low as artificial conditions can force them. Any 
further rise in bond values may well be characterized as a 
“frothy top”. The next main movement should be down. 
ward under the influence of firming money rates. 

This leads us back one step further to the forces that 
govern money rates. The key factor in the rate outlook is the 
volume of member bank reserves in relation to legal require. 
ments. So long as a sizable excess exists, as at present, rates 
will remain at or near the present low position. But should 
the excess be narrowed and finally absorbed, a firming of 
rates may be confidently expected. And furthermore, should 
a conjunction of events force the banks to borrow at the 
Reserve banks, a further rise in rates would accompany the 
increase of such borrowing. 


THREE FACTORS FORM THE BACKGROUND 


BUT this key money market factor, bank reserves, is gov- 
erned in turn by several others in the background, the 
most important of which at present are: (1) gold movements, 
(2) Treasury currency policy, and (3) credit policy of the 
Board of Governors of the Federal Reserve System. Each of 
these requires brief explanation and analysis. 

When gold is imported bank reserves are enlarged and 
easier money rates tend to follow. On the other hand, an 
outflow of gold draws down bank reserves with a tendency to 
tighten the market. Eventually we shall be likely to lose a 
large part of our present huge gold stock which now exceeds 
$11,000,000,000. Such an exodus should accompany the 
world recovery cycle as world trade and monetary systems 
again return to a more normal basis. 


FORCE NUMBER ONE 


THE most influential monetary force at present is the 
policy of the United States Treasury. In his discretion the 
Secretary may spend the profit from devaluation and also 
purchase silver in accordance with the Silver Purchase Act 
of 1934. The usual practice is for the Treasury to enlarge its 
balance at the Federal Reserve bank by the deposit of gold 
and silver certificates. This is shortly followed by Govern- 
ment expenditures by check which reappear as additional 
reserves for the member banks. Since the Federal budget 
remains badly out of balance, the immediate prospect is for 
the further release of Treasury currency. 

Large powers over bank reserves and the money market 
also are lodged with the Board of Governors. They may, 
through dominance of the Open Market Investment Com- 
mittee, order the sale of the United States securities of the 
Reserve banks, which amount to over $2,400,000,000. They 
may raise reserve requirements of member banks another 
50 per cent, or by about $1,500,000,000. And they may raise 
the discount rate at which members may borrow. 

In a very real sense, then, the key factor in the money 
market at present is the Federal budget. That is, fiscal con- 
siderations dominate while monetary considerations are 
temporarily at least, treated as being of only secondary oF 
even minor importance. 
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Housing Is Booming 


By KENNETH MURCHISON 


E are facing a housing shortage. No question about it. 

And practically all over the country we find the same 

condition. We need almost six hundred thousand 
units annually to meet the loss in obsolescence, fires, the dem- 
olition of outmoded buildings and the ever-increasing de- 
mand for new houses. We seem to be gradually approaching 
that figure, with some 260,000 units completed in 1936, 
almost seven times as many as in 1934. This year’s indica- 
tions are that we will see more than 425,000 houses and 
apartments built and sold. 

But—and why is there always a “but”?—building costs 
are going up, and soon they will be at the 1928 peak, if indeed 
they are not there at this moment. So where will the wage- 
earner find a five-thousand-dollar house, bright, new, spick- 
and-span, and with modern gadgets and step-saving ap- 
pliances? 


WHAT $5000 BUYS 


HE will probably have to take a re-conditioned home, unless 
he makes up his mind fairly soon. In many parts of the coun- 
try he may still be the owner of a new house, built on a forty- 
foot front plot, for around $5000. He will find two bedrooms 
—possibly three—a bath—a living-room, a dining room and 
a kitchen. The cellar won’t amount to much and the air- 
conditioning will probably consist of a blower attached to a 
hot-air furnace. He can finish off his attic with wall-board 
himself on rainy Saturday afternoons (at the same time 
learning exactly where the roof leaks), besides doing his own 
planting and other landscape work. 

For his $5000 he will get a house finished with clapboards 
and with a shingle roof, a one-car garage, and a real fireplace 
in the living-room. He probably will not find any tile in the 
bathroom, but he can himself lay a very attractive flooring of 
linoleum in black and white squares, which to many house- 
holders is a quite satisfactory substitute. 

If he feels that he can pay $7500 for his habitat, he might 
get three bedrooms and two baths, for the general rule o’ 
thumb seems to be about $1250 a room. And, of course, if he 
buys one of a hundred houses built at a time, he shares in the 
economies which result from mass production. These mass 
savings start with the architect’s plans and are in evidence 
up to the last coat of paint. 

The lending institutions are making home-buying easier 
and more satisfactory to everyone concerned by their “rent- 
investment” plan, whereby a monthly payment covers 
interest charges and amortization so that in the end the 
mortgage disappears and everyone is happy. That big bad 
wolf of former days, known as the Second Mortgage, has 
practically disappeared, for with the Federal Housing Ad- 
ministration guarantee of 80 per cent on the mortgage, the 
80 per cent mortgage should become standard in housing 
propositions, especially if based on the rent-investment plan, 
covered by the Government guarantee. 

A building boom is in the offing. But the men at the head 
of the big building supply houses, and the czars of labor, 
should promptly strangle the idea of any boom which will 
put the cost of construction above the reach of the home- 
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seeker. For then, as in the Twenties, building costs will reach 
such a peak that people simply will not build, and the 
progress of the construction industry will be immeasurably 
set back by the boomerang of its own making. 

Already the chiefs are sending out warnings. They say 
they don’t want another boom. They have been in the dol- 
drums, with their sails idly flapping, for six or seven years. 
Now, for heaven’s sake let’s catch up. Manufacturers must 
provide better materials at lower cost, as a general principle. 
Labor must remove restrictions as to output per man-day, or 
else our inventors must be spurred on to produce new ma- 
terials which do not have to be laid on the walls in such 
small units as, for instance, brick or tile. 

Even with the lack of economy and progress in the 
building industry, real estate is still the backbone of the field 
of operations of the lending institutions of the country. The 
savings and loan associations report 67 per cent of their re- 
sources in mortgage loans, a gain of two per cent over the 
preceding year. And of course the savings banks lean heavily 
on their investments in real property, close up to the legal 
limit allowed them. 

The statisticians—God bless ’em—are always with us. 
Finding other fields fairly well covered they are now delving 
into the average age of mortgagors, how many children they 
can afford to have, how much life insurance they can afford to 
carry, and other private matters which would seem to the 
uninitiated to be one’s own business. 

These statisticians have just divulged to an eager public 
the fact that home-buyers who seek mortgages are two years 
younger than they used to be, seven years ago. How can you 
explain that to a boy learning arithmetic? Also that the 
average borrower now has 1.9 children whereas he used to 
have 2.9! His house consists of 7.3 rooms and 1.4 baths, 
besides having a one-car garage. And also he is beginning to 
realize that he had better own his home free and clear before 
his earning capacity is tending to slide downwards, so that he 
will only have taxes and insurance to contend with. Alas! 
that we couldn’t see years ago that which is so evident now! 
The home paid for; his annuity paid up; those low-interest- 
bearing-securities worth just what they used to be; the car in 
good running order—everything pointing to a happy, 
peaceful Autumn of his life. 


EXCITEMENT’S AHEAD 


THE newspapers are teeming with home-building news 
these days. Fifty-eight per cent of construction is in homes. 
The suburban areas contingent to the great metropolitan 
areas are alive with houses going up. Real estate operators 
are buying up desirable acreage; real estate firms are enlarg- 
ing their office space; everything is houses, houses, houses. 
Some of the experts believe there is no limit to the possibili- 
ties of the impending real estate boom; others preach against 
too much enthusiasm; the savings institutions are beginning 
to dust off their shelves in anticipation of the incoming rush; 
out in the West the banks are urging people to buy a lot and 
build a home; construction activity is in the offing; these 
next few years should be exciting ones for those of us inter- 
ested in the forward progress of real estate and home 
building. 
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Good Will Lending 


By GURDEN EDWARDS 


MONG the manifold difficulties of banking none is more 
troublesome than the fact that in the very substance of 
its chief form of service lie fertile seeds of its own un- 

popularity. This incongruous result has been a detrimental 
factor in bank public relations, but one with which past ef- 
forts to improve them have never really come to grips. But 
there is something new astir in technical banking itself which 
promises at least a partial remedy—that is, lending to create 
good will as well as good earning assets. 

Almost any other product or form of service contains 
within itself the seeds of its own popularity. The strong, 
swift, reliable power of an automobile intrinsically ingra- 
tiates itself upon the purchaser. This experience, constantly 
multiplied among many millions of car drivers and riders, 
means that inherent in the product itself lies the greatest 
source of good public relations for it. Automobiles produce 
transportation. They also produce happier human beings. 
This is the industry’s best salesman. 


CAN LENDERS BE POPULAR? 


ONE of the two chief functions of banking is lending money. 
That is the service or the product which it has to sell. It is 
reported that Calvin Coolidge once made a remark some- 
what to the effect that it is doubtful whether those whose 
chief business it is to lend money could ever really be popular. 
Somewhat earlier Polonius said that a “loan oft loses both 
itself and friend.” 

If there is any gratification in connection with a loan, it is 
usually short-lived. It is chiefly manifest during the flush of 
receiving the money and applying it to the intended purpose. 
After that comes the stark realism of finding ways and means 
to pay it back, and when the day of settlement comes the 
lender is perhaps at the minimum of human popularity. 

These observations suggest the comment that in the very 
essence of this particular type of service which forms a bank’s 
chief stock in trade lies a source of possible unpopularity. 

This comment, of course, is not of universal application. It 
does not apply, under ordinary circumstances, to the bor- 
rowings of successful business men. In times of prosperity 
their business transactions automatically and impersonally 
take care of their loans, which to them are merely routine 
details of their operations as a whole. But business reactions 
often bring a change in mood. The business man’s obligations 
under his bank loans then become more difficult and more a 
source of personal anxiety, especially if the bank finds it 
necessary to tighten up. 

Loans of the more occasional or personal type to a farmer 
or a small business man contain greater possibilities of im- 
pairing business friendship. They are more subject to unfore- 
seen individual vicissitudes, which add to the difficulty of the 
pay-off. They are more personal in character, which renders 
them more vulnerable to emotional considerations. 

Again, loans on real estate have long been a source of re- 
sentful debtor psychology toward lenders. Mortgages on 
farm or urban homes, running year after year with interest 
payments finally equaling or exceeding the principal, while 
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the debt burden remains unrelieved, have made many a 
family feel that it was an oppressed member of society, 

Again, in the lending function is inherent the obligation 
to refuse imprudent or ill-considered loans. This might often 
be the highest form of financial kindness, but nevertheless 
it is more apt to produce resentment than affection. 

Thus, it is difficult to see how from the business of lending 
money can be made to gush forth springs of popularity. It is 
true that, in the broad sense, lending money under proper 
auspices is a function of social helpfulness and economic 
friendship on the part of banking to business. Nevertheless, 
the day of the pay-off is always inherent in it. To lend means 
also to collect. A falling price level or a business reverse may 
make repayment disproportionately difficult. Under such 
conditions contemplation of the abstract social helpfulness 
rendered by lenders loses its power to sooth. 

However, there does seem to be something new astir in 
technical banking which may be putting more of the element 
of human kindliness into the lending function. If so, a bank 
loan might come to be in itself an act both of good banking 
and good public relations. 

It has not been customary to think of a bank’s lending 
function as a direct and positive part of its public relations 
program. It has been considered purely a technical function 
to be handled by a thoroughly schooled lending officer moved 
wholly by considerations of good banking. Indeed, to at- 
tempt to mix public relations with lending policies was bad 
banking. Public relations were something entirely apart. 

A glance backward over banking history shows that there 
has never been a conscious effort really to bring bank adver- 
tising and publicity together with the lending function in the 
common cause of better public relations. In fact, if one goes 
far enough back there was a time when there seemed to be 
little thought that anything really could be done by way of 
publicizing or popularizing a bank. Its contact with the 
public was to accept deposits and to grant loans. It did not 
seem to be felt that it was part of a bank’s function to at- 
tempt to make itself popular. 


A START IN THE RIGHT DIRECTION 


FOLLOWING the war a new era of bank public relations got 
under way. Bank advertising broadened out considerably. 
Banks were known to describe themselves in favorable terms, 
setting forth their years of experience, their large capital and 
the excellence of their various services. Some installed de- 
partments of specialized services. Others bankrupted them- 
selves with expensive favors, gifts or payment of excessive 
interest on deposits. 

At one stage a respectable number went in for “construc- 
tive” publicity. They took to discussing questions of the day 
or expressing in broad economic terms their conception of a 
bank’s mission in the business world. 

But the lending function itself remained untouched by 
these trends. There was good reason for this. Abstractly, and 
from the standpoint both of good banking and public policy, 
there was no doubt that a hard-boiled lending policy was the 
only sound one and the highest form of public service which 
banking could render. In actual practice it was probably 
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true that in too many cases the exercising of the lending 
fynction was not hard-boiled enough, even though the 
manner of exercising it in many other cases was too much so. 
In recent years steps have been taken to modify somewhat 
this manner of public contact. The American Bankers Asso- 
ciation through its Constructive Customer Relations Pro- 
is fostering among bank personnel greater urbanity and 
informativeness of manner and the Advertising Department 
has taken the lead in promoting the use of informative texts 
in the public advertising of banks. 


LENDING FUNCTION WAS STILL NEGLECTED 


THE value of all these various trends in bank public rela- 
tions is unquestionable, but nevertheless, none of them in- 
volved or sprang from any modification or adaptation of the 
lending function itself to play a part in the public relations 
problem. It was given no plastic characteristics by which it 
might be molded closer to human nature and human needs. 

But recently there have occurred in the exercise of the 
lending function by many banks certain modifications of im- 
portant psychological and social significance. They appear, 
also, to be well within the scope of good sound banking and 
likewise reasonably profitable. 

The changes referred to have particularly to do with the 
modern amortized real estate mortgage loan and the opera- 
tions of personal loan departments. 

The humanity of an amortized mortgage, as compared 
with the old-fashioned type, is being well exemplified by facts 
and practice, and not merely by words, by a certain big city 
bank. It offers mortgage loan plans with the spreading of 
repayments over long periods, and with the provision that 
the mortgage shall continue undisturbed and free from 
renewal expenses. A concrete example is the following: 

“You borrow $5,000 at 514 per cent. You decide you can 
reduce your principal debt $50 every three months, or $200 
ayear. The first year you will pay $270.89 in interest. By the 
tenth year you will pay $171.90 on account of interest, and 
this amount decreases as you reduce the principal. At the end 
of 25 years the debt has been entirely paid. The total interest 
paid will be $3,472.25. If you were to carry the debt for 25 
years without amortization you would pay almost double 
this amount, $6,875, and still owe $5,000 on principal.” 

It is reasonable to suppose that plans such as this should 
help create toward lenders a better attitude in the debtors’ 
minds than is created by the old types of real estate loans. 
At the end of the contract, instead of discouragement and 
resentment because of the whole debt which still remained, 
there should be a sense of relief and pleasure that complete 
ownership of the home had been realized. 


DOUBLE USE OF SMALL LOANS 


AGAIN, many large and small commercial banks are ex- 
perimenting with relatively small personal loans. They not 
only aid in creating earning assets but also bring a bank 
closer to the people of its community. 

Some banks have sought for a number of years to broaden 
their personal contacts through women’s departments giving 
aid in respect to investments, the use of checking accounts 
and household budget plans. Perhaps in the small personal 
loan plan is an additional and even more effective means 
for getting closer to the heart of family financial problems. 

Often enough in a home of small means the debt situation 
gets out of hand, what with unexpected doctor bills, rising 
living costs and other difficulties. Many a mother is carrying 
aheavy burden of anxiety over small, but unpayable, bills 
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which, added together, loom like a mountain. The insistence 
of merchants grows less kind as bills remain unpaid and 
family difficulties increase. No greater deed of human kindli- 
ness can be performed than the offers some banks are making 
to consolidate the family debts and thereby help lift the 
financial cloud from the household’s affairs through a sys- 
tematic and prudent plan of repayments. 

A representative of one bank engaged in making personal 
loans tells this story,—a special case, but suggestive: 

“A man called at our bank and said he had noticed our 
advertisement offering to lend small sums of money repay- 
able out of salaries. He said he had borrowed $50 from a loan 
shark and had paid $5 a month for 12 months and still owed 
$50. While it is our practice not to make loans for less than 
$100, in this case an exception was made and the inquirer 
was lent $50 to pay off the loan shark. He repaid to us $4.42 
a month for 12 months, so that his $50 cost him $3. He is 
now out of debt and able to deposit $5 monthly in a savings 
account.” 


THERE ARE MANY VARIATIONS 


HERE was a lending transaction which was full of the es- 
sential milk of human kindness. This case does not represent 
a type of loan which banks would care to go into extensively. 
At the same time it does not appear that it necessarily 
contains elements of unsound banking, and it does illustrate 
the adaptability of banking to a humanitarian viewpoint. 

Business of the types cited can be modified indefinitely and 
variations in practice can be described at length, but they all 
represent the same thing,—an effective adaptation of the 
lending function to serve simultaneously in creating the 
tradition of a kindlier banking attitude. 

Helping people out of trouble—helping people to purchase 


the things they want through instalment loans—these may 
sound like strange and revolutionary objectives for com- 
mercial bank credit. But in the changing trends in public 
thought which doubtless now dominate and which place new 
emphasis on humanized public service in business and fi- 
nance, they seem to occupy a place in prudent banking. 


HERE IS AN OPPORTUNITY 


IT IS not to be inferred that debt of this personal loan type 
is free from the dangers of over-reaching or of creating false 
expectations and ill-will if handled unwisely. It cannot per- 
form miracles. Nor is it implied that a very large proportion 
of a bank’s lending operations can be composed of transac- 
tions of this type. The only point which it is sought to make 
here is that the lending function, instead of being wholly 
without public relations value or responsibility, can be made 
to yield at least some benefit to the bank in respect to creat- 
ing in its community a kindlier feeling toward it. 

It still remains the major burden and the chief responsibil- 
ity of banking credit to finance the larger operations of in- 
dustry and trade and to do so on an impregnably sound 
basis. In that aspect of banking’s lending function is still to 
be found the fundamental measure of its public services. Its 
great claim for public gratitude must be based on its faithful 
performance of such services, whether in times of prosperity 
or in the storms of depression. 

Nevertheless, if the dealings of banks are made more 
notable for their humanitarian helpfulness through modified 
forms of credit which create both sound loans and personal 
good-will, it is quite likely that public appreciation for their 
more fundamental economic services will be more readily 
forthcoming when the need for it is pressing. 
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Competition for Consumer Credit} B: 


E banker’s business is to keep his funds invested in 
assets liquid enough to satisfy the demands of his de- 
positors. While the exact degree of liquidity varies with 

the locality of the bank and general business conditions, the 
percentage of a bank’s assets invested in mortgages, instal- 
ment paper, bonds or other types of investment used by 
banks is a matter which can be rightly determined only by 
the man or group of men intimately aware of the needs of the 
bank. 


THREE TYPES OF SMALL LENDERS 


THREE general types of instalment lenders are engaged in 
this business today. One group includes the companies which 
finance the instalment sales contracts of merchandisers. 
Functionally, they are lenders because the effect of their 
operation is to extend credit to people who need increased 
purchasing power and lack cash. 

A second group is made up of industrial banks and Morris 
Plan companies whose loans are usually made on the security 
of co-signatures or endorsements. Their charges are col- 
lected in advance or added to the face of the note. 

The third group is made up of those companies which 
operate under the provisions of “small loan laws”. The loans 
of these small loan eompanies are not conditioned upon the 
purchase of merchandise by the borrowers, but are loans of 
cash direct to the borrower. These borrowers are usually 
unable or unwilling to obtain co-signatures or endorsements. 
The rate of charge of these small loan companies is usually a 
percentage computed on unpaid balances of principal for the 
actual length of time the borrower has the money, without 
any discounting or the addition of fees, fines, or other 
charges. 

There has always been competition between companies in 
any one group but now each of the groups is also concerned 
about mass competition from the other groups, as well as 
from the banks. To appraise this growing competition, it is 
necessary to distinguish sharply between the lending services 
of the three groups involved. 


SMALL LOAN COMPANY CHARACTERISTICS 


THE business of our company and of most small loan 
companies relies for its safety on a careful selection of 
loan risks and vigilant follow-up until the loan is fully paid. 
The absence of tangible security, the detailed investigation 
conducted before the loan is made and the painstaking 
follow-up at the first evidence of delinquency, require the 
time and work of a considerable staff. 

Companies which finance the instalment sales contracts of 
merchandisers have security back of their loans in the form 
of marketable chattels in which the borrower has a substan- 
tial equity. Such companies have a trained organization for 
liquidating these chattels in case of the borrower’s default. 
As a result of this secured-creditor position, sales finance 
companies can lend to applicants without making much of a 
credit investigation. 

The industrial and Morris Plan banks and all lenders who 
require the security of a co-maker or endorser have a lending 
technique different from both the small loan companies and 
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By B. E. HENDERSON 
President, Household Finance Corporation 


the sales finance companies. The necessity for a borrower to 
find two co-makers, who are willing to fill out the credit 
application and sign the note, reduces to a minimum the 
necessity for credit checking. This is borne out by the fact 
that co-maker companies state that they can lend to ap- 
proximately 90 per cent of their applicants. When delin. 
quency occurs, the task of collecting the account is mini- 
mized because of the presence of the co-maker. These factors 
reduce the cost of making and collecting co-maker loans and 
thus the rate of charge made by companies handling these 
loans is lower than that of the small loan companies. As long 
as the borrower is willing and able to produce eligible co- 
makers, it may be uneconomic for him to borrow from li- 
censed small loan companies. For this reason the small loan 
companies do not compete directly with the co-maker lending 
agencies. 

If the sales finance companies and the Morris Plan and 
industrial banks are not direct competitors of the small loan 
companies, it is unlikely that the commercial banks will be- 
come competitors. Banks are no better equipped to make un- 
secured small loans to wage earners of the class who are the 
rank and file of borrowers from small loan companies than 
are these other agencies. The costs of investigating appli- 
cants, selecting those whose credit rating justifies a loan, in- 
vestigating those whose loans become delinquent, and ab- 
sorbing the losses of bad debts are so high that banks can not 
conduct this business under the rates they may charge. 


COMPETITION HAS DONE THIS— 


THE record of what competition has done in the small loan 
field speaks for itself. It has practically eliminated the loan 
shark in states having the uniform small loan law. It has 
restrained the unfair licensed lender who would chisel if he 
could. It has enforced fair trade practices and better services 
to customers. It has compelled many lenders to seek to lend 
at lower rates. It has forced the leaders of the business to 
seek as earnestly for the means of rendering a cheaper service 
as the manufacturers of automobiles and kitchen equipment 
seek to produce cheaper cars and refrigerators. 

But what we have done is not enough. Companies which 
try to hold their business without adapting themselves to 
changing conditions lose it. From the economic point of view, 
a standard of living is only a measure of the useful and pleas- 
ing services and articles which one can buy. The standard of 
living is high in this country, not so much because the aver- 
age family’s income is high as because manufacturers have 
lowered prices. The result is that the same income has bought 
more and more commodities and services. The way 10 
broaden the use of our lending service is to lower its cost. 
Applying research to the cost problem and restraint to the 
profit demanded is the formula used by other types of busi- 
ness in successfully meeting competition. 
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Banking on Wheels 


you could take a map of the nation’s banking locations, 
[= of five years ago, and superimpose it on today’s, you 
would see a surprising number of devastated areas dot- 
ting the financial Jandscape—entire communities made bank- 
less and now devoid of even the simple commercial facilities 
of making deposits and withdrawals. 

Bank supervisory officials everywhere have reached the 
conclusion that never again shall conditions of the pre-de- 
pression era be repeated and charters be granted recklessly 
for institutions with no obvious possibility of even earning 
expenses. 

This is true in spite of the fact that the main reason that 
still exists for the continuance of the Postal Savings System 
in competition with private banking is to provide some pri- 
mary facilities for the small businessman and citizen in these 
thousands of bankless communities spotting the financial 
map of the country. 

If some means could be devised of adequately meeting the 
needs of residents of these communities, many authorities 
believe, the way would be open for discontinuing the Postal 
Savings System. 

That is why a recent development in banking in Penn- 
sylvania is now attracting the attention of other states and 
some officials in Washington. 

Whether this idea of “trailer banks’’, or, as more formally 
known, part-time branch banking, will be more widely 
adopted than in Pennsylvania, where it has been legally 
recognized, depends upon bankers themselves. 

But the fact that the legal status of this type of banking 
was defined at a time when the Federal Reserve Board and 
the Federal Deposit Insurance Corporation were giving 
study to the problem of bankless communities makes it 
worthy of serious consideration. 


SEVERAL FORMS ARE POSSIBLE 


THESE part-time branches may take several forms, under 
an opinion given by Attorney General Charles J. Margiotti 
of Pennsylvania. They may be accommodations provided in 
one corner of the general store for an hour or so from one to 
six days a week. They may be manned by the village grocer 
or merchant or some other agent of the main bank. They 
may be in charge of the main bank’s own personnel. 

Or, again, they may be armored trucks, which can roll 
into four or five communities in a day, park on an accessible 
vacant lot and do a banking business for the community. 
Again, they may be trailers, hitched behind the car of a bank 
employee who becomes a financial circuit rider. What form 
this banking departure takes is a matter for the bankers 
themselves to decide. Pennsylvania has simply made possible 
this new idea to serve its bankless communities. 

A question asked the attorney general by Dr. Luther A. 
Harr, state secretary of banking, was: “Can branch banks 
operate on a part-time basis and if so must the hours and 
days during which such branches will be open be included 
in the articles of amendment and posted in public view at the 
branch offices?” 

After examining the state’s banking code, Attorney Gen- 
eral Margiotti stated he could find no 1eference to banking 
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By J. F. BEAMAN 
Business Editor 
Philadelphia Record 


EVERY banker and supervisory official knows 
that today there are several thousand fewer 
banks in the United States than there were a 
decade ago or even five years ago, but seldom 
are the statistics considered in terms of the 
villages and towns with populations of from 
400 to 15,000 persons which are financially 
isolated. 

Today most of these communities face a 
bankless future because the day of the uneco- 
nomical and unsound crossroads counting 
rooms, which once existed largely as a matter 
of local pride, seems to be over definitely. 


hours in the code nor any requirement as to the number of 
days per week a bank must be open. The opinion pointed 
out that custom and usage have established 9 A.M. to 3 
P.M. daily except Saturdays, when banks are open from 9 
A.M. to 12 noon. 

The opinion points out that since there is no reference to 
banking hours in the banking code it would not be necessary, 
in amending a bank’s charter to permit the establishment of 
a branch, to state the hours during which it will be open. 
But, Mr. Margiotti points out, notices of the hours and days 
for part-time banking should be posted in the branch. 

Dr. Harr hailed the opinion as “splendid”. 

“We have more than 100 communities in Pennsylvania 
now without any banking facilities because of failures,” he 
said. “The survey of these communities made by the depart- 
ment indicates that many of them need banking facilities 
but cannot support either a unit bank or a full-time branch 
bank. 

“Tt has been my feeling that if we could permit banks to 
establish branches to be open one or two days a week at con- 
venient hours to receive deposits and cash checks these 
communities would be greatly benefited. 

“Expense would be nominal. In virtually all of these com- 
munities there are business men and merchants who will 
gladly provide banking quarters for a part-time branch with- 
out expense to the parent bank. Personnel of the main office 
can be used to carry out the comparatively simple operations 
involved. And through such a bank, the parent bank un- 
doubtedly will make contacts leading to new business. 

“T have presented the suggestion of the part-time branch 
to the banking board, which by law must approve the estab- 
lishment of branch banks in any community where they were 
prohibited prior to January 1, 1935. The board has approved 
the plan in principle . . .” 

The possibilities in the 100 bankless communities have just 
been opened to the bankers of the state, and how they react 
to the possibilities after they complete their studies will de- 
termine whether the innovation of banking on wheels and 
other forms of part-time branch banking may be generally 
adopted over the country. 
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Real Estate Price Cycles 


ay 


PULLEN 


The author is on the staff of the Chicago Title and Trust Company, 
and lecturer in Land Economics and Finance, Northwestern University 


\ 7 HEN we stop to consider that land is our oldest com- 
modity and, with the improvements on it, constitutes 
the largest single item in our national wealth, it is 

surprising that so little attention has been given to fore- 

casting its price movements. 

There are four reasons for this condition. The first is the 
inherent nature of real estate. Each parcel is an irreproduci- 
ble unit, and as such has a value distinct from every other 
unit. If you buy 10,000 bushels of wheat of a specified grade 
it makes no difference what 10,000 bushels—out of the 
millions of bushels of that grade—you receive. 


EACH PARCEL DIFFERENT, GENERAL DATA LACKING 


ON the other hand you could not safely commission a real 
estate broker to “‘go out and buy a corner lot” for you, for 
the reason that no two corner lots are exactly alike, even on 
the same street intersection. The value of each is determined 
by the improvements on it, by the amount of sunlight and 
air it receives, by the volume of automobile and pedestrian 
traffic which flows by, by the shape of the lot, by the relative 
amount of frontage on the two intersecting streets, by the 
direction of the traffic flow, and numerous other value- 
determining factors. 

The second difficulty in forecasting real estate price 
movements is the lack of the essential data. While numerous 
agencies have collected and correlated price data with 
respect to hundreds of separate commodities, stock prices, 
bond prices and money, no institution—not even the Gov- 
ernment—has undertaken to assemble all the necessary 
facts governing real estate prices. 


LOCAL CONDITIONS, NO CENTRAL MARKET 


THE third reason is that real estate is essentially fixed and 
local in nature and its value is influenced and determined by 
local conditions to a much greater extent than are such 
free-flowing goods as wheat, cotton, stocks, bonds and 
Money. 

The fourth reason is the lack of any central trading 
market such as exists in the case of commodities and 
securities. 

In a few cities—notably Chicago and St. Louis—some 
progress has already been made in the study of real estate 
cycles. Data going back in some cases a hundred years have 
been collected and studied with a view to the establishment 
of a background of experience on which can be constructed a 
basis for projecting future movements. As further data are 
collected from other large cities they can be combined into a 
single body from which more satisfactory deductions can 
be made. 

In a study of the real estate cycle the relationship of a 
number of independent factors must be kept in mind. Thus 
value is determined by the income received from the prop- 
erty and the rate of capitalization of that income. The 
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amount of income depends on the amount of rent received 
and that in turn depends on the concentration of popul- 
tion and the purchasing power of the people themselves, 
Other factors are the supply of available buildings and the 
ratio of actual to total occupancy. In addition there are cer. 
tain trend-determining factors such as sales activity, 
number and amount of foreclosures, volume of real estate 
financing, extent of subdivision activity and volume of new 
construction. 

Given a sufficiency of data it is possible to construct a 
pattern of past real estate cycles and to determine with some 


degree of accuracy movements which may be expected to 
occur in the future. 


REAL ESTATE AND GENERAL BUSINESS 


A CLOSE incidence will be noted between the movements of 
land values and the general business cycle. It will be re- 
membered, for example, that there have been five major 
nation-wide depressions: 1837, 1857, 1873, 1893 and 1929, 
Chicago per capita land values reached their peak in 1837 
and declined during the following depression to a low in 
1842. They reached the next peak in 1856, and declined 
steadily thereafter till 1865. They reached another peak in 
1869 and during the depression which followed 1873 they 
again declined. Again in 1890 they ascended, only to be 
dragged back by the panic of 1893 to a new low point. They 
began another ascent in 1920, reached a new peak in 1926 
and again reacted to a new low in 1933. 

A phenomenon to be observed in connection with the 
curve of real estate activity, as evidenced by the number of 
instruments per capita filed with the recorder of deeds, is 
that each war in which this country has been engaged has 
brought with it a period of stagnation in real estate. Thus 
low points will be noted in 1861-1862, 1898 and 1918. 

New construction follows real estate activity and values 
closely, while the volume of real estate financing is more in- 
dependent of these factors and more closely allied to the 
money market cycle. Subdivision activity shows more local- 
ized influence but moves in harmony with the other factors 
in the major swings. 


THE FUTURE OF FORECASTING 


THE entry of many large institutions into the real estate 
field as involuntary owners of real estate in great volume 
has thrown the spot light on the necessity of watching real 
estate conditions very closely. Insurance companies, banks, 
building and loan associations, trust institutions and estates 
are recognizing for the first time the advisability and even 
the necessity of interpreting real estate statistics in the light 
of cyclical real estate movements. With every appearance of 
an active real estate market ahead it is inevitable that the 
science of forecasting real estate prices and values will 
increase in scope and importance during the next few years. 
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Punch Card Accounting 
for Mortgages 


NLIKE investments in stocks and bonds listed on 
recognized security exchanges or traded over the 
counter, there are no statistical services issued to give 

information on mortgage investments. It is therefore neces- 
sary that a file or folder be maintained in which is placed all 
the permanent and vital information covering the mortgaged 
property. This special file should have within its covers the 
original mortgage loan application, on which are noted the 
approval of the necessary officers or committees, a picture 
of the property and its description, and inspection reports 
and ledger sheets prepared at periodic intervals from the 
detailed records maintained on each mortgage. 


A CONTROL CARD IS THE FIRST STEP 


THE initial step in recording mortgage information on 
punch cards is the preparation of a control card. The in- 
formation contained on this control card depends upon the 
requirements of the particular institution, but generally the 
control card has a short title of the mortgagor, the amount of 
the mortgage, due date, the date interest is due and the 
amount, the date amortization is due and the amount, the 
dates covering inspection of the property, and examination 
of tax records. In addition to the foregoing, it is possible to 
record in code the type of property mortgaged, where it is 
located, whether guaranteed or not guaranteed by a title 
company, and such other information as may be considered 
of sufficient importance by the management. This card then 
becomes the check against all other activity occasioned by 
a mortgage investment. From this card can be prepared 
control lists covering the collection of interest, amortization, 
inspections of property, and any other statistical analyses 
desired. Changes occurring in the information recorded on 
this control card are made only on properly authorized 
instructions received from the persons charged with the 
responsibility of supervising such investments. 


THE MORTGAGE LEDGER FILE 


AS a further aid, another file is maintained called a mort- 
gage ledger file, for want of a better name. In this file cards 
are placed giving a detailed description of the title of the 
mortgage and all other pertinent activity that may have 
taken place, such as extension of maturity dates, reductions 
or increases of interest rates, etc. These cards constitute 
what are known as the head cards. Behind these cards is 
placed the record covering interest due and the dates of 
payment, and, on amortizations, cards covering inspections 
of property and examinations of tax records. Changes on the 
head cards are made only on proper authority from the 
supervisors of the mortgage. Cards covering interest, amor- 
tization, tax, and property inspection are prepared at the 
time when first brought up by the control card. When inter- 
est or amortization payments are received, corresponding 
postings are made on the original cards inserted, and the 
tax and property inspection cards are noted upon proper 
advice from the person making the examination. 


BY WILLIAM J. WEIG 
Assistant Secretary, Guaranty Trust Company of New Yor; 


One of the most important files in a mortgage record js 
that covering the billing for interest and amortization, In 
addition to cards with the name and address of the mort. 
gagor, cards are in the file showing the date and amount of 
interest or amortization due, and the amount of arrears as 
determined by previous payments. One of the difficulties of 
the old method of accounting was to ascertain that all bills 
were prepared and mailed promptly, and that they included 
the correct amount due plus arrearages. With the punch card 
method of accounting, the bills are prepared automatically 
from the bill file, the machine furnishing an aggregate total 
of all bills prepared. From the control cards is prepared a 
collection sheet or register which shows, in addition to the 
title of the mortgage, the date remittances are due, the 
amount, and the aggregate. The total received from the bill 
file and that received from the control file should prove, 
thereby guaranteeing that all bills have been properly 
prepared. In those cases where arrearages are listed, it is 
necessary to make a separate adding machine listing of such 
items in order to verify their accuracy. 


THE HISTORICAL RECORD 


AT periodic intervals a mortgage ledger sheet is prepared 
from the cards in the mortgage ledger file. This sheet becomes 
the historical record of the mortgage department and it is 
filed in the folder containing permanent and vital informa- 
tion of the mortgage. After the preparation of this sheet, 
those cards that have served their purpose are destroyed, 
but in no case are any of the head cards eliminated, as it is 
necessary to have that information for preparation of subse- 
quent ledger sheets. As the years pass, the folders will, of 
course, become crowded with the accumulation of ledger 
sheets, property inspection reports, tax search reports, and 
special analyses. It is then advisable to remove all but the 
current papers and transfer the others to a closed out or 
dormant folder. It is a very rare case when it becomes neces- 
sary to retrace farther than two or three years the activity 
occasioned by a mortgage investment unless there 1s 4 
default in principal or interest. When a mortgage is in good 
standing there should be no hesitancy in creating a dormant 
file for papers that have served their purpose. 

In our own bank we have been able to effect a major 
economy by the employment of this system and, in addition, 
we have eliminated the pressure on our employees at those 
times of the month when the preparation of bills is necessary, 
and when statistical information is required by the manage 
ment. It seems to us that punch card accounting on mortgagt 
investments is the answer to the search for better control and 
operation of the mortgage department. 


BANKING 


exec 
times 
the surprl 
ing in th 
Bureau. 
hank exec 
surprise. 
It is al 
district a] 
branch be 
stablish 
figures 
complete 
require 
view Wou 
given CO’ 
tion as V 
individua 
With r 
be proud 
by the ce 
agencies 
Mountain 
East Sout 
Pacific Co 
South Atl: 
West Sout 
West Noi 
East No 
New Eng’ 
Middle A 
All S 
Mountair 
East Sou’ 
Pacific 
South A’ 
West So 
West No 
East No: 
New En g 
Middle A 
All 
Mountz 
East So’ 
Pacific ( 
South 4 
West Sc 
West N 
East N 
New E: 
Middle 
28 


Salaries in the 


By GEORGE E 


xecutives in one part of the country are two to three 
times the maximum average in another district is one of 
ihe surprises disclosed by the returns of the census of bank- 
ing in the United States just completed by the Census 
Bureau. A range of around 80 per cent in the salaries of unit 
nk executives in the several parts of the country is another 


Pen: the minimum average salaries of branch bank 
e 


rise. 

r is also disclosed, for example, that in one important 
istrict approximately two-thirds of the banking offices are 
ianch banks; in another district only 5 per cent are branch 
stablishments. There is considerable more harmony in such 
jgures than appears upon the surface, but it is evident that 
wmplete and comfortable digestion of all these returns will 
require time—probably much more time than a superficial 
view would indicate, since the chief value of the factual data 
ven consists in comparisons with other published informa- 
ion as well as such matters as personnel and salaries in 
individual banks. 

With respect to totals the banking business has reason to 
te proud. There are 19,581 banking establishments covered 
by the census—all but 20 state banks and three foreign bank 
agencies in the list of all banks in the country. This number 


Banking Field 


ANDERSON 


is 3,829 more than “all banks in the United States” as 
covered by the Reserve Board records but the census report 
carries branch banks as separate institutions, and there are 
various other differences in listing. Of the total listed, 15,359, 
or 78.4 per cent, are unit banks and 4,222, or 21.6 per cent, 
are branch banks. The total number of banks is further 
broken down into 6,725 national banks, 11,574 state banks, 
253 private banks, 673 mutual savings banks, 249 industrial 
and Morris Plan banks, and 107 Federal Reserve and land 
bank establishments. 

Of the 4,222 branch banks, 1,499 are those of national 
banks, 2,431 of state banks, 17 of private banks, 181 of 
mutual savings banks and 94 of industrial or Morris Plan 
banks. Industrial and Morris Plan banks lead in the per- 
centage of their establishments in branch banks—37.8 per 
cent. Mutual savings banks come next with 26.9 per cent; 
national banks with 22.3 per cent; state banks with 21 per 
cent; and private banks with 6.7 per cent. Thus the ratio of 
branch to unit banks in the country as a whole is materially 
increased by the comparatively larger ratios of branches 
among the non-commercial banking institutions, and figures 
given in the census may be misleading without a proper 
break down. 


Average Salaries in Banks 


District 


New England States 
Middle Atlantic States 


All Banks 
Average 
Including 
Executives 
$1,678 
1,470 
1,922 
1,631 
1,563 
1,495 
1,667 
1,959 
2,089 
1,830 


Unit Banks Branch Banks 
Other 

Executives Employees 
$2,601 $1,254 
2,005 1,022 
2,901 1,353 
2,495 1,177 
2,309 1,124 
2,064 1,104 
2,654 1,278 
3,776 1,399 
3,625 1,485 
2,682 1,291 


Other 
Executives Employees 

$1,135 
1,210 
1,513 
1,220 
1,268 
1,204 
1,342 
1,426 
1,631 
1,520 


Ratio of Executives to Other Employees 


All Banks 


Executives Employees Executives 


31.4 
36.0 
19.6 
27.9 
34.3 
37.7 
22.5 
19.4 
13.0 
22.0 


East South Central States 
Pacific Coast 


West South Central States 
West North Central States 
East North Central States 
New England States 

Middle Atlantic States 


Unit Banks Branch Banks 
Other Other 
Employees Executives Employees 


Other 


68.6 
64.0 
80.4 
72.1 


33.1 
41.3 
25.8 
32.7 
35.9 
39.2 
26.8 
23.5 
21.6 
29.2 


Mountain States include Arizona, Colorado, Idaho, Montana, Nevada, New Mexico, Utah and Wyoming. 


South Central Statesinclude Alabama, Kentucky, Mississippiand Tennessee. 
Pacific Coast States include California, Oregon and Washington. 


South Atlantic States include District of Columbia, Florida, Delaware, Georgia, Maryland, North Carolina, South Carolina, Virginia and West Virginia. 


West South Central States include Arkansas, Louisiana, Oklahoma, and Texas. 


West North Central States include Iowa, Kansas, Minnesota, Missouri, Nebraska, North Dakota and South Dakota. 
East North Central States include Illinois, Indiana, Michigan, Ohio and Wisconsin. 
New England States include Connecticut, Maine, Massachusetts, New Hampshire, Rhode Island and Vermont. 


Middle Atlantic States include New Jersey, New York, and Pennsylvania. 
January 1937 
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Credit Files for Smaller Banks 


By E. S. WOOLLEY 


HE importance of credit files in a bank cannot be over- 
| pron yet because they do not have to “balance” 

or “tie” to any other records, they are frequently in- 
complete. If the information were in the form of figures 
which had to balance each day, as cash is balanced, before 
the employees could leave for the night, much more atten- 
tion would be paid to them. As a matter of fact, the figures 
of a financial statement are only a part, and sometimes by 
no means the most important part, of proper credit files. 

This is particularly true in the smaller banks where aud- 
ited statements of borrowers by certified public accountants 
are practically non-existent and even balance sheets and 
operating statements prepared by the borrower himself 
are the exception. 

This, however, does not mean that the credit files of the 
smaller banks cannot be relatively just as good as those of 
the larger banks which have all those facilities. The only 
object of credit files is to have on record statements showing 
the customer’s character and ability to repay his borrowings. 


STATEMENTS HAVE A STORY 


FINANCIAL statements are only for the purpose of re- 
vealing the information needed by the lending officer. Even 
these statements cannot be taken “cold”, but must be 
analyzed and made to tell their story before the lending 
officer can intelligently pass upon the credit of the prospec- 
tive borrower. They, therefore, are a means to an end and 
not the end itself. 

Because, however, credit files have generally been thought 
of as being limited to financial statements, many of the 
smaller banks whose borrowing customers are not in a posi- 
tion to furnish such statements, feel that they are unable to 
build any credit files. Nothing is further from the truth. 
Actually no bank officer lends any money to anyone unless 
he has received orally or otherwise the essential credit in- 
formation which is the real heart of credit files. The difficulty 
is that this information has frequently been oral and no rec- 
ord has been kept other than in the banker’s mind. 


MEMORIES ARE NOT ENOUGH 


BANK examiners, of course, know nothing about these con- 
versations and therefore they are forced to base their opin- 
ions upon what they can find in the files and upon the verbal 
explanations given to them by the bank officer. Quite fre- 
quently the officer himself has forgotten much of the con- 
versation which took place at the time the loan was made. 
He believes the loan to be a good one because he knows the 
maker and he often feels aggrieved because the bank exam- 
iner cannot see eye to eye with him or accept his word that 
the loan is good. 

It should always be remembered that oral evidence is of 
no value to any auditor. An auditor is content with nothing 
less than documentary evidence. This is very essential for 
his own protection because in his report he is making certain 
assertions of facts and therefore must have something with 
which to support those assertions. To accept mere verbal 
explanations does not constitute sufficient support, for the 
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reason that they can always be disputed later. Furthermor 
there can be honest misunderstandings and misinterpreta. 
tions of any oral discussion which cannot occur if the facis 
are reduced to writing. 

If this one little point is recognized, the smaller banks 
could build up credit files which will be just as satisfactory 
for their type of loans as are the more elaborate reports 
and analyses in the credit files of the larger banks. It merely 
means reducing these verbal statements of the borrower to 
writing and having him sign the statement which is retained 
in the files. 


INFORMATION SHOULD BE IN WRITING 


IN other words, when a borrower comes in to borrow 
money, he always makes certain representations. He states 
why he wants the money and how he is going to repay it. 
He may say that he expects his business to be much better 
and what he bases these expectations on; or it may be that 
he has an opportunity to buy some needed merchandise at 
a big discount for cash and that he is convinced he can turn 
over the entire proposed purchase within three or six months 
at a substantial profit. There may be other perfectly legiti- 
mate reasons for borrowing. He also states his source of in- 
come and approximate value of his net worth. 

Upon such information the lending officer makes his de- 
cision. If instead of this information being merely given 
orally to the officer, it was all written or typed out, presented 
to the borrower for his signature, and this signed copy placed 
in the files, not only would the bank have some concrete 
evidence with which to refresh their memories but the ex- 
aminer would have documents upon which to base his 
opinion. 


KEEP INFORMATION UP TO DATE 


THERE are different ways in which this could be accom- 
plished. Either the borrower himself could write out the 
information and sign it or else the banker could have a 
stenographer record the complete conversation which could 
be later transcribed and signed. This latter way is the pref- 
erable one. The essential point, however, is that oral state- 
ments are not susceptible of being filed as permanent rec- 
ords and are susceptible to future misunderstandings when 
they have been made the basis for the extension of credit. 

Such written statements should be kept up to date. When 
a note is renewed the reason for the renewal as explained by 
the borrower should be included. As a matter of economy 
also this is good business. It not only aids the banker but 
often would reduce the time the bank examiners spend in 
the bank. Furthermore, unquestionably many unnecessaty 
differences of opinion between bank examiners and bank 
executives could be avoided. This in itself would well repay 
the little extra work or endeavor entailed. 

It cannot be too strongly emphasized that even if a man 
cannot submit a balance sheet or operating statement, he 
does have information that properly belongs in a credit 
file. Credit files are merely the written record which any 
borrower can supply and which any bank has the duty to 
its depositors, to its stockholders and to the borrowers 
themselves, to insist upon. 
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How to Cash a Check in Bulgaria 


I found myself, as usual, without native money. Trav- 

eling in a different country every few days with the 
change of language, and particularly the change of money 
and the restrictions against taking out more than a small 
amount, kept me constantly on guard that my funds should 
be about used up at the border. Not liking the excessive 
commission charged on exchange at the railroad offices, I 
was wont to skimp a bit. 

The concierge at the Grant Hotel in Bucharest had in- 
sisted on calling me at 5 o’clock that morning, so that I 
would have ample time to catch the morning train to 
Guirgin Port. Even though they add 10 per cent on your bill 
for services, the porters and attendants all line up at the 
door for tips on your leaving, and they seem to appear like 
magic as creditors, from goodness knows where, at any un- 
earthly hour to take all your loose change. Somehow or other 
[felt under obligation to these pirates for getting around so 
early to get me off. I passed out more than I intended. With 
the taxi, the station porter and porters on both sides of the 
Danube, I was strapped when I faced the customs office in 
Bulgaria. 


[Jt my arrival on the Bulgarian side of the Danube, 


THE START 


IT was now 10 A.M. I had had nothing to eat or drink all 
morning. The prospect of an all-day ride to Sofia without 
anything to eat was not so appealing, so I began to inquire 
about the bank and exchange. 

Why I possess none of the linguistic ability of my illustri- 
ols forefather, The Admirable Crichton, who at 24 years 
could speak 13 languages, I do not know. My power of ab- 
sorption in most things is admirable, but in languages I do 
only one, and that one poorly. 

I finally found the Banque d’ Exchange and when I pre- 
sented my American travelers’ checks, the banker shook his 
head negatively and said, “Effective!”’, which means cash 
and only cash would be exchanged. After much noise and 
many motions—to all of which I could only answer, “ Amer- 
icano, speak English””—I learned I could cash my checks at 
the National Bank of Bulgaria, 15 minutes away in the city; 
that the train to Sofia did not leave until 11:50 A.M.; and 
that the station guard would accompany me to the bank. 
So there was nothing else to do, and we proceeded. 


TWO DIRECTORS, THREE CLERKS, TYPEWRITER 


THE bank building looked on the outside like a public li- 
brary on a peaceful Sunday afternoon, but inside there was 
a big crowd—everybody seemed to be waiting—lined up 
around the counters. We bucked the line at several points 
and finally got hold of a clerk who stood and listened to my 
guide’s appeal. After a consultation with two other officials 
he took my book of travelers’ checks, and, after carefully 
reading and looking through the book, he tore out a $10 
check and began filling out a long form of application which 
teminded me of a Chamber of Commerce questionnaire. 
He reached a point in his work which seemed to require my 
passport, and as I had already turned that over to the police 
(who were busy looking up my criminal record) it looked 
for a while as though I would go hungry that day. 

I then began searching my pockets for some evidence of 
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Director, United States National Bank 
Johnstown, Pennsylvania 


my identity: my Union League membership card he scoffed 
at; the Y.M.C.A. card looked like a billeto; but the Chamber 
of Commerce membership card for 1935 seemed to save the 
day. Finally the record was complete; I was requested to 
sign it; the check was attached, and in wonderment I fol- 
lowed my guide up three long flights of stairs to the manag- 
ing director’s office. The director read the application, ex- 
amined the check and began in his best Bulgarian to inquire 
about the check or me, to all of which I replied, ‘ Americano 
—speak English.” He smiled and graciously OK’d the check 
and the application, stood up, patted me on the shoulder as 
though saying, “‘We are very glad to have your voluta; it 
will help us pay the national debt,”—and sent us to another 
director in an adjoining room. 

This director said nothing, took much less time but looked 
it over and OK’d the papers, sending us back to Clerk No. 1. 
Clerk No. 1, who seemed to be surprised at our return, then 
assembled five long sheets of paper with carbon sheets, the 
bottom part of which he filled out by hand. The top portion 
required a typewriter, which he borrowed in another part of 
the room. He changed the carriage and after carefully filling 
out the papers passed the bunch out to me for signature. He 
then made a record of the transaction in a large book and on 
a change slip, and passed the whole along to Clerk No. 2. 
Clerk No. 2 went over carefully every bit of the record and 
placed his “Jno. Henry” on each page at a certain place, 
took a record in his book and on a change slip, and passed it 
on to Clerk No. 3, who did likewise. 


TEN DOLLARS AN HOUR 


A PART of the record with the check was then delivered by 
messenger to the cashier, where we were directed to go. The 
cashier gave me my copy of the papers with all the official 
OK’s and with it 836 levas less 1 leva tax, for my $10 check— 
a procedure that took about one hour. 

On my way back to the station I saw in a store window 
a typical native luncheon cloth and napkins, like one I re- 
gretted not buying in Bucharest, so forthwith I bargained 
and spent most of my 835 levas. 

It will be apparent I was in the hands of seven men—two 
of them directors—to get my $10 check cashed. I could 
probably have cashed $1,000 as quickly, but such seems to 
be the procedure in the countries of Europe and the Near 
East, with their government banks. 

In certain circumstances conditions in Italy are not less 
onerous. If you have exhausted your letter of credit and 
want additional funds at the reduced rate of exchange, for 
either cash or American travelers’ checks, you consult three 
men, sign an application, sign and endorse $5 checks (a total 
of four checks for $20), all of it requiring ten signatures. It 
takes so long they usually ask you to come back in an hour. 

So much for banking in government-controlled institu- 
tions. How I love my country, and how we should appreciate 
its conveniences and its privileges! 
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By F. CYRIL JAMES 


Professor of Finance in the University 
of Pennsylvania, and Chairman of the 
Graduate Faculty of the Social Sciences 


ANKERS today, in all parts of the country, are trying 
B to find constructive answers to their problems by 
means of organized research. Never before in the his- 
tory of American banking has there been such an obvious 
desire to face facts and find sound solutions to problems. 
Indeed, if the spirit that has given birth to this activity is 
strong enough (in the face of returning prosperity) to carry 
it to its logical conclusion, we may confidently expect that it 
will place the whole American financial system on a sounder 
and more profitable basis than ever before. 

In the face of so much enthusiasm for a new ideal it may 
seem ungracious to play the part of Cassandra. Yet a word 
of caution may not be out of place, since nothing can more 
effectively kill a research program in its infancy than over- 
optimism at the time of its inception. If we expect too much 
of a program, enthusiasm is apt to give way to disappoint- 
ment and apathy before sufficient time has elapsed to enable 
the program to bear fruit. 


WHAT RESEARCH IS 


RESEARCH is not magic, nor are research methods a phi- 
losophers’ stone that will turn dross to gold in the twinkling of 
an eye. Research is nothing but the attempt to discover new 
ways of doing things when the old ones are no longer satis- 
factory. It requires of us that we shall be willing to appraise 
our traditional methods and structures critically, and to 
change them if they can be improved. It demands that we 
shall be persevering in our search for the best way of improv- 
ing those methods and structures. And, by no means least, it 
demands that we shall be intellectually honest, not clinging 
to habits and ideas because they have the comfortable feeling 
of a tradition long-enjoyed, nor jumping at new suggestions 
merely because they are novel. Only if these three demands 
are fully satisfied can we reap the rich rewards that such a 
program of research as that now contemplated offers to the 
banking community. 

Of the virtues of perseverance and intellectual honesty no 
more need be said. They are too obvious to require comment. 
Something may be said briefly, however, regarding the 
changing environment of banking. During the quarter of a 
century that has elapsed since the National Monetary Com- 
mission conducted the last comprehensive study of the 
American financial system, there has been an almost revolu- 
tionary change in the factors influencing the profits of com- 
mercial banks. Banks themselves have undertaken a bewil- 
dering variety of new operations and, instead of operating 
primarily in the field of working-capital loans to business, 
have become the largest savings institution in the country, 
an important factor in the market for investment securities 
and real estate mortgage loans, the leading fiduciary agent 
for corporations and individuals and (directly or indirectly) 
an important source of instalment credit. During the same 
period, many types of specialized financial institutions— 
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Research Is Not Magic 


both governmental and private—have developed and entered 
into competition with commercial banks, while there haye fg 
also occurred significant changes in the methods by which 
business enterprises finance their operations. 

All of these developments affect the profits of commercial 
banks, either by increasing costs of operation or by reducing # 
the income derived from earning assets, and if profits are tp §] 
be increased to a more satisfactory level in the future it js [ 
apparent that the commercial banking system must be modi- 
fied along the lines called for by the changes in business, 
This is the fundamental justification for all the research work 
under discussion, since only by means of careful study is it 
possible to discover the precise nature of the changes that 
will achieve the desired result. 

It follows, therefore, that research directed toward an 
improvement in earnings will nonetheless have to take ac- 
count of many problems. Naturally it will deal with earnings 
and operating expenses; with the income received from dif- 
ferent types of loans and investments, and with the relative 
costs of different methods of doing business. But it will also 
involve careful study of the public demand for banking 
services, designed to find out to what extent and in what 
manner the needs of business and of the general public may 
be better served through improvements in banking structure 
and operations. (Unless the practices of commercial banks 
are adapted to meet changing needs, new competing institu- 
tions will arise to serve the public—as they have done in the 
past.) 

In order to find solutions to all of the problems suggested 
by this short survey, it is apparent that each bank will need 
to study its own position individually in regard to earnings 
and costs of operation, as well as in regard to the service that 
it performs for the community in which it operates. Nation- 
wide research, covering the whole of the United States and 
involving the cooperation of all banking groups, will also be 
necessary in order that the broad outlines of banking reform 
may be determined. 


WE HAVE A REGIONAL PROBLEM 


BETWEEN the extremes of individual bank studies and na- 
tion-wide research projects there is, however, an intermedi- 
ate group of significant regional problems. The United 
States—as has often been pointed out—is not so much 4 
homogeneous country as a continental area containing at 
least eight separate economic regions. The economic organi- 
zation and the banking problems of Oregon and Washington 
differ markedly from those of California—and neither of 
those areas has anything in common economically with the 
Mississippi Valley. Nor do the local problems of Louisiana, 
Mississippi and Georgia coincide with those that demand the 
attention of bankers in Carolina. 

Although this diversity of economic life has been over 
looked too often in past discussions of banking reform, tt 
goes to the very heart of our problem, since it is always the 
local difficulties that attract the major portion of a bankers 
attention and exercise the greatest influence on his profits. if 
research is to be of value to him in meeting the changed com 
ditions of the twentieth century, it must find solutions for the 
more important local problems of each of the economic tt 
gions of the United States. 
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BANKING’S PICTURES 


1937, PARTLY CLOUDY . 
RESPONSIBILITY FOR CREDIT AND RESERVE POLICY . 
A BRAND NEW ERA 

AS OF TODAY 

BANK CENSUS IN CANDID CHARTS . 

SEVERAL PERSONAL OPINIONS 

THE PROFITS OF DEPRESSION 

CONSTRUCTIVE CRITICISM 

OUT OF THE ALBUM .. . 

PEACE MECHANISMS . 

LABOR DEMANDS 
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1937 Partly Cloudy 


INTERNATIONAL 
A. workers dance while they strike 


RELIEF: W. 


WAR: Much of Spain lies in ruins 


INTERNATIONAL 


EUROPE: Below, French Communists raise their fists 
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CONGRESSIONAL INTENTIONS: Sen- 

ator Pat Harrison, among others, is tell- 

ing reporters about the coming session's 
plans 


INAUGURATION: House and Senate 

Sergeants-at-Arms Romney and Jurney 

are in charge of much of the detailed 
planning necessary in the Capital 
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STATE OF THE UNION: While return- 
ing home from South America Presi- 
dent Roosevelt worked on his message 
to Congress. At the left he is shown 
during a stop-over at Trinidad 


SOCIAL SECURITY: a cartoon entitled 
Blizzard of Thirty-six” 


INTERNATIONAL 


GOVERNMENT PAYROLLS: Social Security workers, above, add a few 


hundreds to the total of Federal employees ~ 


BROWN IN THE NEW YORK HERALD TRIBUNE 
ING | January 1937 
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Responsibility for Credit and|Re 
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KEYSTONE WINBURN 
BOARD OF GOVERNORS, FEDERAL RESERVE SYSTEM 


Top row: Chairman Eccles, Vice-chairman Ransom, M. S. Szymczak; second row: C. C. Davis, J. A. Broderick, J. K. McKee 


ECOVERY control is Banking Problem Number One in 1937. During the third week 
in November, the Board of Governors of the System (above) met with the Advisory 
Council (at the right) and also with the presidents of the Federal Reserve banks (page 
38). During the same week the Open Market Committee held a meeting. 
After this interchange of ideas had taken place, Chairman Eccles issued a statement, which 
said in part: “In the course of these meetings the business and credit situation was fully 
reviewed. Particular attention was given to the fact that since the Board’s action last July 
in raising reserve requirements there has been a continued and substantial increase of 
member bank reserves, resulting principally from a further large inflow of gold from abroad, 
so that member bank reserves are once more far in excess of legal requirements and of present 
or prospective needs of commerce, industry and agriculture. 
“Those charged with responsibility for credit and reserve policy are now giving careful 
consideration to the various problems raised by the effects of these reserves with a view to 
taking such action at such time as appears to be necessary in the public interest.” 
Action was taken on December 21, when Secretary Morgenthau announced that the 
Treasury would buy newly mined and imported gold, sterilizing it to prevent its becoming 
the basis for new bank credits through the Reserve System. Newly offered gold will be 
purchased, under this policy, with the proceeds of securities sold by the Treasury to the : 
public, and the Department will then set the metal aside in an inactive account. This step, W. W. Smith, St. Louis, 
of course, does not preclude another increase in reserve requirements. Chairman, Advisory Council 
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a FEDERAL ADVISORY COUNCIL—(1) C. M. Gohen, Huntington, 

serve O 1¢ W. Va., A. E. Braun, Pittsburgh, T. M. Steele, New Haven, H. A. 
e Loeb, Philadelphia; (2) H. L. Young, Atlanta, E. E. Brown, Chicago, 
T. Wold, Minneapolis, W. T. Kemper, Kansas City; (3) W. Lichten- 


stein, Secretary, Chicago, M. A. Arnold, Seattle, J. H. Frost, San 
2 Antonio, J. H. Perkins, New York 
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Responsibility for Credit 


and Reserve Policy 


(CONTINUED) 


BLANK-STOLLER 


WIDE WORLD 


BLANK-STOLLER 


RESERVE BANK PRESIDENTS—(1) R. A. Young, Boston 
G. L. Harrison, New York, J. S. Sinclair, Philadelphia, M. nl 
Fleming, Cleveland; (2) H. C. Leach, Richmond, 0. Newton, 
Atlanta, G. J. Schaller, Chicago, W. McC. Martin, St. Louie: 
(3) J. N. Peyton, Minneapolis, G. H. Hamilton, Kansas City. 

B. A. McKinney, Dallas, W. A. Day, San Francisco ~ 
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Left: Ratio of New York Stock Exchange member total net borrowings on collateral to 
market values of all listed shares. Right: Listed stocks—total shares and total market 
values. The charts on this page are from the New York Stock Exchange Bulletin 


‘How to Torture Your Wife,” a recent cartoon 
by Webster in the New York Herald Tribune 


Unadjusted average prices, in dollars, of classes 
of stocks 
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ED GOOFUSS 1S A 
SMART BUSINESS MAN 
DonwT You THINK So? 


LAURA WAS TELLING 
ME HE GOUGHT NATIONAL 
RAT TRAP AT 59 AND 
SOLD IT AT 110. THINK 
of iT! SI Ponts 
PROFIT ! 
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At BLOTCH IS A KEEN 
ALL UNITED STATES COMPANY STOCKS 


CERTAINLY ISA 
€0 BUSINESS MAN 


100 LIVE WIRE, HE KEEPS 
HIS EYES OPEN, AND BLANCHE ToLO ME 
WHEN OPPORTUNITY 2. AND SOLD 
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**Look Who’s Around the Corner” 


| DON'T SEE WHY You 
CAN'T BE AS SMART AS 
OTHER MEN. | SHOULD 
THINK You'O WANT 
To GET’ AHEAD 


THOMAS © ASSOCIATED NEWSPAPERS 
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{ GOUGHT NATIONAL RAT 
TRAP AT 50 CENTS A 

SHARE, IT TOUCHED 145 
YESTERDAY, (MAY SELL 
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The China Clipper westward bound, and the Hindenburg at Lakehurst 


HE year 1936 left a legacy of aggra- 

vated war nerves. But it wasalso out- 
standing in transportation progress and 
in other hopeful ways. 

Recently J. J. Pelley, president of the 
Association of American Railroads, 
said: “Today the average speed of 
freight trains is nearly 50 percent faster 
than in 1920; overnight freight service 
as far as 400 miles and more is common- 
place, and store door pick-up and de- 
livery of freight is an accomplished 
fact. Today passengers travel on new 
and attractive equipment in air-condi- 
tioned comfort, and the number of 
passenger trains making regular sched- 
uled runs of 60 miles an hour or better 
has been increased from 30, and a total 
of 1,100 miles in 1930, to a total of 400, 
covering 19,000 miles at the beginning 
of 1936. .. . Railroads are as modern 
as next year’s fashions.” 

Just by way of contrast, The New 
York Mirror and Ladies’ Literary Agent 
was discussing, one hundred years ago, 
the novel use of rails. Its editors were 
incredulous: “Even with a velocity of 
thirty miles an hour, journeys would be 
performed with a rapidity, the very 
thought of which makes the head giddy. 
In the latitude of St. Petersburg or 
Stockholm, a person starting at sunrise 
in June from the western part of Eu- 
rope, and traveling at this rate west- 
ward, would add one hour to his day! 
Supposing the vehicle to proceed at 
half the velocity during the night, six 
hundred miles could be passed over in 
twenty-four hours. Three days would 
thus carry the traveler from Calais to 
Constantinople; and four days would 
suffice to transport him from the midst 
of civilization in Amsterdam, to 4 
Tartar horde on the banks of the Volga!’ 


WIDE WORLD 


The Zephyr, the streamlined train which broke the record for a run between 
Chicago and Denver 
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Below, contributions by types of banks 
to the total of bank employees and total 


bank payrolls 


UNITED STATES 


NATIONAL BANKS 
STATE BANKS 
PRIVATE BANKS 


MUTUAL SAVINGS BANKS 
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BETTER BUSINESS 


The better business that the Corpora- 
tion (General Motors) has enjoyed is 
due primarily to the better economic 
conditions prevailing generally through- 
out the world. . . . It seemed fitting 
that the broadest recognition should be 
given to the two other groups, the work- 
ersand the management, necessary and 
component parts of the General Motors 
picture. . . . An increase of five cents 
an hour to every hourly worker was 
granted.—Alfred P. Sloan, Jr., president 
of General Motors 


GOVERNMENT OWNERSHIP 


The six-hour-day railway bill in the 
new Congress would cost the roads 
$387,000,000 a year, would lay them 
prostrate and compel the people to ac- 
cept Government ownership. I do not 
believe that the American people desire 
Government ownership, or that the 
good sense of Congress will permit it to 
be brought about through indirection— 
by imposing burdensome legislation, 
not designed for the betterment of 
transportation.—Samuel T. Bledsoe, 
president of the Santa Fe railway 
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Personal Opinions 


GOVERNMENT UNITS 


The elimination of many small govern- 
ment units can be attained with econ- 
omy and a gain of efficiency. It is the 
state which remains sovereign in the 
affairs that touch the common 
most closely. 

May I petition that you of the bar 
give heed to this problem of the simpli- 
fication of governmental structure and 
fiscal management?—John J. Bennett, 
Jr., Attorney General of New York, ad- 
dressing the New York County Lawyers’ 

Association 


man 


GRAVEST DANGER 


The drift in the direction of higher 
prices of manufactured goods is the 
gravest danger we face today. Whether 
forced, irresistibly, by increasing costs 
or embraced as a means of stimulating 
rapid expansion, it is the sure road to an 
inflationary boom with its spiral of ris- 
ing prices, wages, costs and again 
prices. . . . There would be a great in- 
crease in industrial unrest resulting 
from the rising cost of living.—Dr. Har- 
old G. Moulton, director of Brookings 
Institution, Washington 
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INVESTMENT STABILITY 


The Government should retire from the 
lending field by disposing of a large part 
of its private loan assets and use the 
proceeds to retire its own obligations. 

Sucha procedure would not only make 
for greater investment stability and in- 
vestment diversification on the part of 
the banks, but . . . would materially 
strengthen the credit position of the 
government.—J. Herbert Case, formerly 
chairman of the Federal Reserve Bank 
of New York and now a partner in the 
firm of R. W. Pressprich and Company 


BILLION DOLLAR EXPANSION 


Rural electrification will open up a mar- 
ket for the electrical industry of per- 
haps a billion dollars in the next few 
years. 

Joint efforts of privately-owned power 
companies, municipal plants and the 
Rural Electrification Administration 
have resulted in almost 100,000 farms 
and 50,000 residents of small towns this 
year receiving high-line service for the 
first time.—F. A. Merrick, president of 
the Westinghouse Electric and Manu- 

facturing Company 
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The Profits of Depression 


NEWSPICTURES 


NEWSPICTURES 


President Colby M. Chester advises the 
National Association of Manufacturers 


tie E pictures on this page were made 

at the recent New York meeting of 

the National Association of Manufac- 

turers. Colby M. Chester, president of 

the association, urged industry to study 

the causes of the depression and make 

its data available to the Government, 

Guy Harrington, Philip Thomson, F. W. Lovejoy aan _ the end that another period of busi- 

ness disruption and consequent human 

suffering may be eliminated or at least 

\ mitigated.” Following are excerpts from 
Mr. Chester’s address: 


“Industry cannot just sit back and 
enjoy the fruits of prosperity. We must 
understand better what has been hap- 
pening since 1929. Now that the course 
of depression lies behind us, lending 
itself in its entirety to analysis, it is the 
job for industry, general business and all 
affected sectors of our economic life to 
join in creating a national depression 
study committee.” 


HAAS 


ABOVE, right to left: W. B. Paley, W. D. Fuller, Joseph Wilshire, Vincent Bendix, S. B. 

F. B. Davis, James H. Rand, Jr., Henry J. Fuller, G. F. Swift, Walter J. Kohler 38 

HAAS the same amount of work. Multiplying 

' products, creating more things, that 1s 


the American formula for prosperity. 


“We cannot get more by producing 


that b 
* * * 


“ 


“Business gains since N. R. A. went 
out have been among the most pro- 
nounced in history. The record shows 
that on the average there were no wage 
reductions. ”’ 
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Constructive 


BLANK-STOLLER 


Edward B. Hall, new president of the 
Investment Bankers Association 


HE pictures on this page were made 

at the convention of the Investment 
Bankers Association in Augusta, Geor- 
gia. 

Orrin Wood, outgoing president, dis- 
cussed a number of investment prob- 
lems, particularly cooperation with the 
Securities and Exchange Commission. 
He said, in part: 

“Criticism of any proposed course of 
action by the Commission should be 
constructive or based on reasoned ob- 
jections—not merely on the inertia 
whick opposes change.” 


* * * 


“If the Commission should propose 
something which we believe inimical to 
the business and to the investor, we 
should not hesitate to bring the full 
weight of our objection against it, and I 
believe if our objections are valid they 
will receive full consideration.” 


* * * 


“It is a determined effort on the part 
of our business, with the cooperation 
and approval of the Securities and Ex- 
change Committee, to cooperate with 
that body.” 

* * * 


. no over-the-counter market 


dealer can object to the listing of any 
securities where a better market for the 
investor will exist if the security is 
listed.” 
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Criticism 


Orrin G 


- Wood and Alden H. Little 


WIDE WORLD PHOTOS 


ABOVE, J. Clark Moore, Jr., Oliver J. Troster, Edgar J. Loftus and 
Clyde L. Paul. BELOW, Sidney J. Weinberg and Albert G. Wells 
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High-stool bookkeeping 
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Peace Mechanisms 


“T)EOPLE everywhere should be made to know of the peace 
mechanisms. Even more, there should be brought home 
to them the knowledge that trade, commerce, finance, debts, 
communications have a bearing on peace. The workman at 
his bench, the farmer on his land, the shopkeeper by his 
shelves, the clerk at his books, the laborer in factory, planta- 
tion, mine or construction camp must realize that his work is 
the work of peace; that to interrupt it for ends of personal or 
national rapacity is to drive him toward quick death by 
bayonets, or to slower but not less grievous suffering through 
economic distress.’’—Secretary Hull at Buenos Aires 


On this page, a few of the investments by United States con- 
cerns in South and Central America which make Western 
Hemisphere peace of vital importance to business in this 


country 
EWING GALLOWAY 


BRAZIL: Ford Motor Company rubber plantation 


FAIRCHILD AERIAL SURVEYS . GLOBE 


CUBA: United Fruit Company property BRAZIL: International Telephone and Telegraph radio 


GRACE LINE LIONEL GREEN 


ECUADOR: Coffee consigned to the Grace Line PERU: International Petroleum Company fields 
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“LISTEN.” Above, Major George 

L. Berry, Coordinator for Indus- 

trial Recovery, left, and Frances 

Perkins, Secretary of Labor, at 

the Conference on: Industrial 
Progress 


“IT’S LIKE THIS.” Right, Wil- 
liam Green, president of the 
American Federation of Labor, 
and Major Berry, at the Confer- 
ence on Industrial Progress 


Labor Demands 


picTuREs 


Some Who Will 
Have Important 
Parts in 
Aggressive 
Labor’s 
1937 Program 


WIDE WORLD 


“IT’S JUST AS I TOLD YOU.” 

John L. Lewis, organizer of the 

Committee for Industrial Or- 

ganization, and Philip Murray, 

chairman of the Steel Organiz- 

ing Committee, at a Labor Board 
hearing 
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CALENDAR 


Forum, Savings, Trust Meetings 


ROMINENT on the banking calendar for January is 
Pi Forum Discussion Conference to be held at the 

William Penn Hotel, Pittsburgh, Pennsylvania, on the 
28th and 29th, under the auspices of the American Bankers 
Association. The program for this meeting, which will be fol- 
lowed by similar conferences in Portland, Oregon, and At- 
lanta, Georgia, is published on page 50. 

Dates for other important gatherings of bankers have been 
recently announced. The 1937 Spring Meeting of the Execu- 
tive Council, American Bankers Association, takes place 
April 18-21, inclusive, at the Arlington Hotel, Hot Springs, 
Arkansas. On February 9, 10 and 11 the 18th Mid-Winter 
Conference of the Trust Division, American Bankers Asso- 
ciation, will be held at the Waldorf-Astoria, New York City. 
The Spring Savings Conference, sponsored by the Savings 
Division, is scheduled for March 11 and 12 at the same hotel. 

December brought several important meetings. The Com- 
mittee on Banking Studies, American Bankers Association, 
conferred in New York, December 4 and 5 relative to future 
research work as well as projects already under way. On 
December 7 the Administrative Committee held a business 
meeting, also in New York. 

On the evening of the same day the 23rd Annual Bankers’ 
Forum Dinner of New York Chapter, American Institute of 
Banking, was held at the Roosevelt Hotel, with Tom K. 
Smith, President of the Association, and Raymond N. Ball, 
president of the New York State Bankers Association, as 
guests of honor. Both spoke, together with James G. Blaine, 
president of the Marine Midland Trust Company, New 
York, and Dr. A. Wellington Taylor, dean of the Graduate 
School of Business Administration, New York University. 


THE SAVINGS CONFERENCE 


THE two-day Spring Savings Conference on March 11 and 
12 will bring together bankers from the New England and 
Middle Atlantic States. The program will be devoted to a 
discussion of such subjects as what securities may be used for 
the investment of savings funds, the rebuilding and fiscal 
reorganization of railroads, personal loan departments, how 
to capitalize the thrift influence under the social security 
program, and the future of interest rates. 

A feature of the Conferences is an auxiliary meeting of 
the managers of school savings activities. There will also be 
luncheon meetings each day at which speakers will discuss 
topics of popular interest to bankers. At a banquet on the 
evening of March 11 there will be a prominent speaker. 

Noble R. Jones, savings executive, First National Bank, 
St. Louis, is President of the Division this year. 


THE TRUST CONFERENCE 


THE Mid-Winter Trust Conference, February 9-10-11, will 
be divided into five sessions, one being held in the morning of 
tach of the three days and one in the afternoons of Febru- 
ary 9 and 10. The program now in preparation will have two 
objectives: a consideration of broad current problems affect- 
ing the trust business as a whole, and discussion of questions 
that concern the trust man in his daily work. The annual 
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banquet, which brings the Conference to a close, will be held 
the evening of February 11. Blaine B. Coles, vice-president, 
First National Bank of Portland, Portland, Oregon, is Presi- 
dent of the Division. 


Trust Division Secretary 


MERLE E. SELECMAN has been appointed Deputy 
Manager of the American Bankers Association and Secretary 
of the Trust Division, it is announced by F. N. Shepherd, 
Executive Manager. On March 1 he will assume the place 
made vacant by the resignation, effective on that date, of 
Henry E. Sargent who will become editor of Trust Compa- 
nies Magazine. 

Mr. Selecman has been associated with the Trust Division 
for about nine years, during which time his efforts have been 
largely devoted to the Advertising Service which he will 
continue to supervise. He attended the University of Mis- 
souri, Northwest Missouri State College, and took his mas- 
ter’s degree at Northwestern University, Chicago. 


CONVENTIONS 


A.B.A. Meetings 


Regional Conference, William Penn Hotel, Pittsburgh, 
Pennsylvania 

Mid-Winter Trust Conference, Waldorf-Astoria, New 
York, N. Y. 

Regional Conference, Hotel Portland, Portland, Oregon 
Spring Savings Conference, Waldorf-Astoria, New York, 
N, Y. 

Regional Conference, Atlanta-Biltmore Hotel, Atlanta, 
Georgia 

Spring Meeting of Executive Council, The Arlington 
Hotel, Hot Springs, Arkansas 

American Institute of Banking, Hotel Lowry, St. Paul, 
Minnesota 

American Bankers Association, 63rd Annual Conven- 
tion, Statler Hotel, Boston, Massachusetts 


Jan. 28-29 
Feb. 9-11 


Feb. 25-26 
Mar. 11-12 


Mar. 25-26 
Apr. 18-21 
June 7-11 


Oct. 11-14 


State Associations 


Illinois Trust Conference, Hotel Abraham Lincoln, 
Springfield 

Wisconsin, Annual Mid-Winter Conference, Hotel Plank- 
inton, Milwaukee 

New York State, 9th Annual Mid-Winter Meeting, New 
York City 

North Carolina, Carolina Hotel, Pinehurst 

Oklahoma, Oklahoma City 

Missouri 

Texas, San Antonio 

Illinois, Chicago 

South Dakota, Rapid City 

Virginia and West Virginia (Joint Convention), the 
Greenbriar, White Sulphur Springs, West Virginia 


Jan. 20 
Jan. 21 
Jan. 25 


May 6-7 
May 6-7 
May 10-12 
May 18-20 
May 24-26 
June 2-3 
June 24-26 


Group Meetings 
Illinois, Chicago 
Illinois, Rock Island 
Illinois, Decatur 
Illinois, Mount Vernon 


Jan. 26 
Jan. 27 
Jan. 28 
Jan. 29 


Other Organizations 


National Safe Deposit Convention, Willard Hotel, Wash- 
ington, D. C. 
Financial Advertisers Association, Syracuse, New York 


May 6-8 
Sept. 13-16 
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Current Banking Methods 


HE Eastern Conference on Current Banking 

Methods and Policies will be held in Pitts- 

burgh, Pennsylvania, Thursday and Friday, 
January 28 and 29, at the William Penn Hotel. 
Registration will take place in the hotel’s Adonis 
Room, which will be the general office of the 
Conference. 

This is the first of the three regional forum dis- 
cussions planned for the American Bankers Associ- 
ation’s current year. 

Following are the speakers and topics, as com- 
plete as available on going to press. 


WILLIAM PENN HOTEL 
THE BALLROOM 


THURSDAY, 9:30 A.M. Call to order by Arthur E. Braun, 
president, Pittsburgh Clearinghouse Association; WHY 
BANKS SHOULD COUNSEL TOGETHER (20 minutes), 
President Tom K. Smith; BANK INSURANCE AND 
CRIME PROTECTION (20 minutes), Sidney M. Price, 
cashier, First National Bank, Malden, Massachusetts; THE 
BANKERS’ PART IN BUILDING AN AGRICUL- 
TURAL COMMUNITY (20 minutes), E. B. Harshaw, vice- 
president, Grove City National Bank, Grove City, Penn- 
sylvania; CHARTERING OF BANKS (20 minutes), Hon. 
H. S. Squire, Superintendent of Banks, Columbus, Ohio; 
discussion following each topic. 


THURSDAY, 2:15 P.M. BANK MANAGEMENT. Call to 
order by President Tom K. Smith; LOAN ADMINISTRA- 
TION POLICY (15 minutes), George V. McLaughlin, 
president, Brooklyn Trust Company, Brooklyn, New York; 
INVESTMENT POLICY (15 minutes), John J. Rowe, 
president, Fifth-Third Union Trust Company, Cincinnati, 
Ohio; BUDGETARY CONTROL (15 minutes), Ralph E. 
Bailey, comptroller, National Shawmut Bank, Boston, 
Massachusetts; EXPENSE CONTROL (15 minutes), 
Arthur J. Linn, comptroller, Hamilton National Bank, 
Washington, D. C.; INCOME FROM BANKING SERV- 
ICES (15 minutes), John J. Driscoll, Jr., Driscoll, Millet & 
Co., Philadelphia, Pennsylvania; discussion following each 
topic. 


THURSDAY, 7:30 P.M. MANAGERIAL PROBLEMS 
IN PUBLIC RELATIONS AND EDUCATION. Call to 
order by President Tom K. Smith; HOW ONE BANK 
MET ITS PUBLIC RELATIONS PROBLEMS (20 min- 
utes), Dunlap C. Clark, president, American National Bank, 
Kalamazoo, Michigan; BANKING EDUCATION AND 


PUBLIC RELATIONS (15 minutes), Earl V. Newton, 
assistant secretary, Cleveland Trust Company, Cleveland, 
Ohio; BANKING TALKS TO SCHOOLS AND CLUBS (15 
minutes), Paul B. Detwiler, assistant cashier, Philadelphia 
National Bank, Philadelphia, Pennsylvania; BANK OFFI. 
CERS IN SCHOOL AT FORTY (15 minutes), Walter B. 
French, executive vice-president, Trust Company of New 
Jersey, Jersey City, New Jersey; THE RADIO IN PUBLIC 
RELATIONS (20 minutes), demonstration by members 
of Pittsburgh Chapter: Harry C. Wehrheim, assistant secre- 
tary, Lawrenceville Branch, Peoples-Pittsburgh Trust Com- 
pany, Fred G. Loscamp, Jr., Mellbank Corporation, and 
Charles E. Coates, assistant treasurer, Colonial Trust Com- 
pany; discussion following each topic. 


FRIDAY, 9:30 A.M. Call to order by President Tom K. 
Smith; PERSONAL LOAN DEPARTMENTS IN BANKS 
(20 minutes), M. Bernhard, trust officer, Hudson County 
National Bank, Jersey City, New Jersey; THE PLACE OF 
F.H.A. MORTGAGES IN SAVINGS BANKS AND SAV- 
INGS DEPARTMENTS (20 minutes), Frank W. Sutton, 
Jr., president, First National Bank, Toms River, New Jer- 
sey; PRESERVING THE ASSOCIATION BETWEEN 
BANKING AND TRUST BUSINESS (20 minutes), 
Gilbert T. Stephenson, Director of Trust Research, Grad- 
uate School of Banking, New York City; discussion follow- 
ing each topic. 


FRIDAY, 2:15 P.M. ASSOCIATION ACTIVITIES IN 
BANKING STUDIES AND RESEARCH. Call to order by 
President Tom K. Smith, who then speaks on UTILIZA- 
TION OF RESEARCH BY THE AMERICAN BANKERS 
ASSOCIATION (20 minutes); RESEARCH ON FED- 
ERAL LENDING AGENCIES, POSTAL SAVINGS AND 
BANK CHARTERING (20 minutes), Wood Netherland, 
chairman, Committee on Banking Studies, American Bankers 
Association, vice-president, Mercantile-Commerce Bank & 
Trust Company, St. Louis, Missouri; RESEARCH IN 
COSTS AND METHODS OF OPERATION (20 minutes), 
Ben E. Young, vice-president, National Bank of Detroit, 
Detroit, Michigan; RESEARCH IN THE TRUST FIELD 
(20 minutes), John Remington, vice-president, Lincoln 
Alliance Bank & Trust Company, Rochester, New York; 
discussion following each topic. 


SUBSCRIPTION DINNER MEETING 


An informal subscription dinner meeting will be held in the 
William Penn Ballroom on the evening of Friday, January 
29. 


BANKING 


“,..to go 
back to the 
old method, we 
feel, would be 
a very back- 
ward step.” 


S Recordak a sound investment for the bank 

of moderate size? Hundreds of banks of 

all sizes find that Recordak provides com- 

plete records, protects against alterations and 

forgeries, and supplies film records of cus- 

tomers’ checks. And furthermore they show 

substantial savings...as much as 45% net on 

per item costs, as much as 50% in supplies, 

as much as 90% in storage space. Write for 

the free booklet, ““Cornerstone”—a collection 

* * of actual letters from more than fifty banks, 

-, x large and small, describing their experience 
with the Recordak. Recordak Corporation 

over (subsidiary of Eastman Kodak Company), 


70% of all 350 Madison Ave., New York City. 


installations 


are in small ACCOUNTING BY 


community | Recorda PHOTOGRAPHY 
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Long Term Real Estate Policies 


HE administration of a bank’s 

realty—property bequeathed by 

the depression—should be on a long 
term basis. Our attitude toward these 
holdings, we believe, must be that of real 
estate owners rather than bankers, a 
difference in viewpoint which is not at 
all easy to acquire. Furthermore, we 
know that we are, and shall continue to 
be, in competition not only with pro- 
fessional realtors, but with other bank- 
ing institutions. 

Our real estate department has been 
made a complete and self-reliant unit of 
the bank. Its offices are in the bank and 
its management is vested with a junior 
officer. Thus organized, it is handling 
the complex problems of asset conser- 
vation, restriction of operating losses, 
and development of properties into 
marketable status. 

At present we are administering, at a 
total cost of slightly more than 6 per 
cent of gross rentals, about 290 parcels 
of real estate. We have approximately 
800 tenants of all classes whose average 
rent is a little over $25 per month. As 
landlord on a fairly large scale, we must 
maintain property, collect rents, fill va- 
cancies and tend to the thousand and 
one odd jobs that are the responsibility 
of realty ownership and management. 

Not the least problem in the organi- 
zation of our integrated department was 
the training of personnel. When the real 
estate situation became acute a few 
years ago there were comparatively few 
experienced management organizations 
—at least in the smaller cities—and 
those available soon had their hands full. 
The services of competent executives 
were widely sought. This has meant, in 
many banks, the training of juniors or 
clerks under high pressure, a process 
which, in our case, has resulted in mis- 
takes, although it certainly has devel- 
oped able assistants. In some cases the 
real estate department has provided an 
outlet for the ambitions of men in the 
banking department. 

We operate in accordance with the 
previously mentioned theory that real 
estate is now part of our business, and 
have laid down a number of definite 
policies which have proved practical and 
useful. We have, for instance, adopted a 
consistent policy of repairs, also on the 
long term basis. Properties are classified 
as to future prospects. One group is 
held for disposal for cash, another con- 
tains buildings on which the few neces- 
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By RICHARD A. BOOTH 


Assistant Treasurer, Springfield (Massa- 
chusetts) Five Cents Savings Bank 


sary repairs are made in sound and per- 
manent fashion, and a third class covers 
properties whose prospective long lives 
and future usefulness justify complete 
rehabilitation. 

One of the department’s first func- 
tions on the acquisition of a property is 
to have an appraisal and to set a sale 
price. The latter is not necessarily re- 
lated to acquisition cost, for although it 
is desirable to sell any piece at not less 
than cost, selling price should be deter- 
mined by value. This policy will often 
result in establishment of sales figures 
substantially above, as well as below, 
book value. While in general such pro- 
cedure would seem to invite losses, ex- 
perience has indicated that better aver- 
age prices are obtained. 


SALES PROMOTION 


TO promote sales the bank advertises 
in the local Sunday papers, using dis- 
tinctive layouts. Approximately half of 
all sales are made directly to purchasers, 
the remainder being negotiated through 
brokers who receive full commissions. 
Complete files of information are main- 
tained for their use, and their active 
cooperation is sought. It has not been 
the bank’s custom to issue lists to bro- 
kers generally, inasmuch as such listings 
must be kept up to date and many 
brokers do not take the trouble to make 
the necessary changes when information 
is furnished them. It is important, also, 
to remember that many sales are 
brought in by so-called “curbstone 
brokers” who are useful in selling cer- 
tain types of real estate; they have ac- 
cess to a class of purchasers that neither 
the bank nor an established realtor can 
reach. 

We do not post “For Sale” signs on 
properties. If the house is tenanted, 
such advertisement, we feel, creates un- 
rest in the tenant’s mind. It is further 
felt that the advantage of many signs 
would be overcome by an impression 
that the bank had heavy holdings of real 
estate. 

It has been our policy to decline to 
lease except under unusual conditions, 
or where a cancellation clause or other 
nullification of the contract can be in- 
cluded in the agreement. 


When a parcel of real estate is ac- 
quired an appraisal is made of the prop. 
erty, its tenants and its physical condi- 
tion. With these reports by different 
individuals at hand, a course of proce- 
dure is laid out. In many instances it is 
found that the services of an architect 
are desirable, first in an advisory capac- 
ity, and, less often, for actual changes. 
If a building is ill adapted to its sur- 
roundings, we try to make changes that 
will correct the shortcomings. If a build- 
ing is being put to the wrong use and 
might, through structural alteration, be 
more useful, a solution is sought. If, 
again, a building is old but adaptable to 
remodeling, the architect is consulted. 

A small proportion of our rentals is 
billed monthly from machine plates to 
forms which require a minimum of hand 
work. The balances are payable weekly 
or monthly and, although tenants are 
encouraged to pay at the bank, we use 
the services of an outside collector who 
gathers about 45 per cent of the total 
roll. As a matter of policy, his sole func- 
tion is collection; he does not bargain 
with tenants over repairs. 

This procedure has resulted in con- 
sistently good collections—an average 
of 97.6 per cent of rent roll over a period 
of two years. Also, it removes the pos- 
sibility of coercive influence being ex- 
ercised by tenants. Except in unusual 
circumstances non-payment of bills 
within the current month is followed 
by dispossess proceedings. Vacancy is 
easier to support than poor tenants, and 
no tenant is accepted until he has met a 
rigid credit requirement. 

We are now proceeding to unite for 
practical operation our mortgage and 
real estate departments. There is every 
reason why these two functions should 
be joined for the common good, as, for 
example, when purchasers can be found 
among present mortgagors, or when 
credit information obtained for one 
purpose is useful for another, or in the 
handling of insurance detail and other 
routine operations. 

We appear to have reached the point 
where the holdings of real estate will 
not increase substantially, even though 
they may not shrink as rapidly as they 
grew. This opportunity to take stock of 
our operations, to see where they can be 
improved, to develop statistical infor- 
mation which will point the way to bet- 
ter results, and to devote more time to 
sales promotion, is most welcome. 
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is better qualified than you 


to tell your clients this “Savings Subject”? 


@ Certainly, in these 
times, almost any client of yours 
is vitally interested in any sub- 
ject that has a strong savings 


factor. 


And of course he is particu- 
larly interested . . . particularly 
convinced ... when the story is 


given to him by his banker. 


The savings story we mean is 
certainly not new to you... 
but in many instances the full 
importance of it may be new to 
some of your clients. For our 


savings story concerns in- 


surance, and strangely enough, 
insurance is a subject upon 
which the average layman is 


often insufficiently informed. 


Many people do not entirely 
realize, for example, the great 
advantages from the economy 
standpoint of Mutual fire insur- 
ance. Yet Mutual fire insurance 
offers one of the best and sound- 
est opportunities for substan- 
tial savings that the business 


world has ever known. 


For Mutual fire insurance not 


only offers sound protec- 


tion, a complete service, and 
prompt payment in full when 
losses occur. It also offers 
the important plus-value of a 
substantial saving to the policy- 
holders. Millions of dollars 
annually go back into the 
pockets of the wise men and 


women who protect themselves 


through Mutual fire insurance. 


Let us send you an interesting 
booklet entitled “Mutual Fire 
Insurance.” Federation of Mu- 
tual Fire Insurance Companies, 
919 North Michigan Avenue, 


Chicago, Illinois. 


This seal identifies a member company of The Federation 
of Mutual Fire Insurance Companies and the American 
Mutual Alliance. It is a symbol of soundness and stability. 


MUTUAL FIRE INSURANCE 


An American Institution 
January 1937 
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A Bank, to the general 
public, may be merely 
a substantial building on 
Main Street or an impres- 
sive array of figures in par- 
allel columns. 


To its clients a Bank is an 
organization of specialists 
engaged in an indispen- 
sable public service giving 
to each customer the per- 
sonal attention his partic- 
ular needs may require. 


Among the extensive facil- 
ities which this institution 
places at the disposal of its 
depositors and correspond- 
ents is a completely equip- 
ped, highly efficient, and 
personally supervised col- 
lection and transit service 
in operation twenty-four 
hours daily. 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 


Capital and Surplus. . . . $30,000,000 


Member of the Federal Deposit Insurance 
Corporation 


Automobile 
Appraisals 


Fp specialist in a large bank 
tells us: “We quit losing money on 
car refinances when we adopted the 
rule that we must have our 
appraise every car before the loan was 
closed.” It seems needless in many 
cases when a late model is presented 
for financing by a good customer to go 
to the additional expense of paying for 
a close inspection. Experienced finance 
officials and executives have seldom 
broken this rule however without regret. 
This particular bank has a little 
appraisal slip: 


Name 

Address Date 
Salesman _ Appraisal $ 
Motor No. Finish 

Serial No. Brakes 
Make Upholstering 
Miles Transmission 
Year Motor 
License No. Clutch 
Type Rubber 
Color By 
Accessories 

Remarks 


It’s surprising how much more an 
ordinary mechanic can put on that little 
slip than the average banker. 


The Dividend Taxmeter 


A READER calls BANK1Nc’s attention 
to an error in the tax chart published 
in the December issue in connection 
with Charles C. Herrick’s article, “A 
Dividend Taxmeter”’. 

The chart gives the total tax for a 
corporation which earns $25,000 and 
pays no dividend as $6,684.75. The 
reader thought—and Mr. Herrick con- 
firms him—that this figure should be 
$6,864.75. 

“This error,” Mr. Herrick says, 
“came about through the draftsmen 
interchanging a 6 and an 8 in making 
the copy. I congratulate the person who 
discovered the mistake because these 
figures had been checked by auditors 
prior to the printing of the chart. The 
slip was not discovered until after the 
‘taxmeter’ had gone to press.” 
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\$1.027.500.00 


IN FEES Received from 
Clients during 1936 


943% Greater than any 


other year in the history 
of the May Company 


| GEORGE S. MAY COMPANY 


CHICAGO NEW YORK 
2600 North Shore Ave. <i He 122 East 42nd St. 
SEATTLE ATLANTA 
710 Second Ave. 134 Peachtree St. 
CANADA: George S. May, Ltd., 320 Bay St., Toronto 
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Congress Prospects 


Washington, D. C. 

i general legislation by the new Con- 

gress, farm and labor laws promise to 
lead in importance. So far as prospects 
can be measured, the farmers are not 
satisfied with the present farm program. 
They want more benefits and less ex- 
pense to get them, such as the cost of 
erosion prevention and soil building re- 
quirements. They are cold toward crop 
insurance although a measure providing 
for it will probably be enacted. 


There is a movement for revival of 
the A.A.A. in some form which will 
give agriculture the benefits of high 
prices without crop restriction. The Ad- 
ministration seems disposed to avoid 
further crop restriction at present on 
the theory that in grains, cotton and 
livestock the country needs at least one 
rousing crop to establish a better bal- 
ance between supply and demand. 

Between these contending ideas al- 
most anything can happen; but it is 


Growth 


Through Meritorious Service 


In 1936, 45% more personal loans were covered by Old 
Republic’s simple, practical plan of insuring personal 
loans against the death of borrowers, than were covered 
in 1935. 

This increase reflects in part the rapid growth in num- 
bers of banks entering the personal loan field. But to a 
far greater degree, it was due to the distinct advantages 
of Old Republic’s service—which costs a bank nothing 
to install, nothing to operate. 

Under Old Republic’s plan, for a very small fee, which 
the personal loan borrower pays, the bank, the borrower’s 
family, and the endorser or co-maker are all covered 
100% on the unpaid balance, in event of the death of 
the borrower. 

The plan does away with all delay in settlement, incon- 
venience, embarrassment, and possible litigation. Old 
Republic’s check settles everything. 

Old Republic is the pioneer in adapting Credit Life 
Insurance to the needs of banks with personal loan 
departments. It specializes exclusively in underwriting 
insurance of this type. The details of its simple, practical 
plan will be gladly sent upon request. 


Old Republic Credit 


Life Insurance Company 


221 North La Salle Street, (Aicago 


generally regarded as certain that farm 
benefits in the next year will certaj 
not be less than those of the current 
season. The farmers will probably re. 
quest and receive a further extension of 
the temporary low interest rate on 
mortgage loans in the Federal land 
banks. Resolutions passed by farm or. 
ganizations contemplate even more lib. 
eral arrangements for commodity loans 
in Government agencies, 

Labor’s chief interest from a 
range standpoint is the Social Security 
Act. This is in for drastic amendment, 
although it is not yet settled whether 
an attempt will be made now to change 
the law fundamentally or whether post- 
ponement to the next session will be fa- 
vored so that alterations can be drafted 
in the light of experience. 


AN APPROACH TO N.R.A. 


LABOR is also likely to obtain most of 
what it demands as to minimum wages 
and maximum hours, regulation of fair 
trade practices on a compulsory basis, 
and prohibition of child labor. The gen- 
eral program skirts closely the defunct 
N.R.A., providing for a Federal com- 
mission which would regulate wages 
and hours by industries, outlaw unfair 
trade practices, and fix prices in certain 
circumstances. 

There is much labor support for a 
movement requiring industries doing 
interstate business to operate under 
Federal charters. Another formidable 
movement demands a constitutional 
amendment which would authorize the 
Federal and state governments to es- 
tablish beyond all doubt labor and wage 
standards for the country as a whole. 
The 30-hour week bill, side-tracked in 
two previous Congresses, is still on the 
“must” program of Labor. 

There is considerable hope that a real 
effort will be made to balance the Fed- 
eral budget in the next fiscal year with- 
out new taxes. The hope for a balance 
lies in reduced expenditures for relief 
and mounting revenues. That real tax 
revision is likely in the coming session, 
however, is questionable. The so-called 
“nuisance taxes” expire by limitation 
June 30. They are now producing up- 
ward of $300,000,000 a year and if they 
are dropped new taxes must take their 
place. 

The Joint Committee on Revenue 
Legislation is to make recommendations 
for the elimination of inequities and un- 
necessary administrative difficulties 10 

(CONTINUED ON PAGE 58) 
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By As Little As 3/100 000 Inch 


MEASUREMENT that is finer 

than the one-hundredth part of a 
human hair. This man measures the 
expansion, by heating, of a piece of 
metal. If this expansion deviates by 
as little as 3/100,000 inch from the 
expansion of the material it is to 
match, only failure can result. Such 
precise measurements made possible 
the new all-metal radio tube. 


Measurements of equal precision, in 
General Electric laboratories, are 
fundamental to the further develop- 
ment of quality in design and manu- 
facture of General Electric products. 


Careful measurements made possible 
the hermetically sealed G-E refriger- 
ator, with its lifetime dependability 
and its low-cost operation. Precise 
measurements, by G-E scientists, of 
electric currents in vacuum tubes 
have led the way to present high 
standards of radio reception. 


These are but a few examples of the 
contributions of scientific research and 
engineering in General Electric lab- 
oratories in Schenectady—contribu- 
tions which have stimulated new 
industries, increased employment, and 
provided greater comforts of living. 


G-E research has saved the public from ten to one hundred dollars 
for every dollar it has earned for General Electric 


GENERAL @ ELECTRIC 


January 1937 
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(CONTINUED FROM PAGE 56) 


the present tax laws. A strong movement 
to amend the undistributed profits tax is 
anticipated. The introduction of all or 
any of these subjects will open up discus- 
sion of the entire tax structure. Any tax 
discussion is sure to carry with it a de- 
mand from a strong group led by Sena- 
tor LaFollette of Wisconsin for general 
revision of the tax structure with spe- 
cial regard for broadening the base of 
taxation—specifically, raising taxation 
in the lower income brackets and per- 
haps taxing some incomes now exempt. 

All sorts of new legislation is proposed 


and with two years to work in much of 
it will become law. Housing, anti-war, 
farm tenancy, neutrality, security ex- 
changes, the holding company issue, 
civil issue, civil service, pure food and 
drugs—the list can easily become a long 
one. The St. Lawrence Waterway 
treaty will again be brought up for rati- 
fication. The bill for large scale, feder- 
ally financed slum clearance, passed by 
the Senate but held up by the House in 
the last Congress, will be pushed early 
in the prospective six months’ session. 

There is some question as to how far 
new laws will be of the Administration’s 
“must” sort and how much will depend 


PRINCIPLES 
WHICH ENDURE 


Policies must change to meet changing conditions, but 


sound principles endure. 


For more than a century certain fundamentals have 


governed Central Hanover. 


upon congressional initiative. If an ob. 
server may venture a prediction it js 
that aside from the more obvious farm 
labor and relief legislation little other 
activity of importance will be under. 
taken which is not supported by a def. 
nite ground swell of public sentiment, 


GOVERNMENT REORGANIZATION 


THREE committees are now consider. 
ing the question of Government reor. 
ganization. One is working under the 
House Appropriations Committee, an. 
other under Senator Byrd of Virginia, 
and the third functions by appointment 
of the President. 

Senator Byrd’s committee was first 
in the field, enlisting the services of the 
Brookings Institution. Later the House 
group began looking to the same organ- 
ization for guidance, and finally all 
three combined to work out a reorgan- 
ization plan which all can approve. How 
far the united effort will go in its recom- 
mendations is problematical. 

Old-timers in Congress believe that 
the large Administration majority in 
both houses should assure success for an 
effort to put through a complete pro- 
gram, and that failure to take advan- 
tage of the opportunity now offered 
will mean ultimate failure for the whole 
scheme. So far as indicated by the three 
committees, however, the plan at pres- 
ent seems to be to lay out a definite 
program which will be made effective 
over the course of several years. 

GrorGE E. ANDERSON 


IN BANKING —cooperation with customers 
in good times and bad; a primary regard for the 
safety of deposits. 


IN TRUSTS —full appreciation of conserva- 
tion as the first responsibility of a trustee; 
independence in the selection of investments for 
trust funds; thoughtful attention to beneficiaries 
as well as to property. 


IN ALL RELATIONS—emphasis on 
quality of service designed to make this bank a 
constructive influence in the affairs of its custom- 
ers and the business of the nation. 


MID-AMERICA 


Herbert Fitzpatrick heads the 
Mid-America Corporation, 
which controls the Van. Swerin- 
gen properties. He succeeds the 
late O. P. Van Sweringen 


These principles endure. 


They will control our course in the future as they have 
in the past. 


CENTRAL HANOVER 
BANK AND TRUST COMPANY 
NEW YORK 


Member Federal Deposit Insurance Corporation 


INTERNATIONAL 


BANKING 


BAR 
AY 
» 
t 
Ax 
58 


Even if somebody could 


Give 
you your fire insurance— 


Could You Afford 


to Accept? 


insurance coverage without any cost or obli- 

gation, as a competitive measure—and fur- 
ther agreed that you leave your property in its 
present condition as regards fire hazards—could 
you afford to make the bargain? 


[ some company offered you complete fire 


Many people who buy their insurance intelligent- 
ly would answer with an emphatic “No!” 


They have seen too many cases where 
interruption of business by fire has 
caused losses greater than the physical 
damage of the fire itself. . . greater than 
insurables like loss of rentals, or profits 
on orders canceled because of delayed 


deliveries. They have seen situations where 
competitors made inroads they could never have 
made under normal conditions; where confi- 
dence and good will were shaken — tenants, 
clients, customers lost . . . for all time. 


That is one of the reasons why Improved Risk 
Mutual coverage is appealing to more insurance 
buyers each year. Not merely for the high qual- 
ity of its indemnity—though this is of course para- 

mount. Not merely for its economy... 


. . . But most of all because its selection 
and improvement of risks, through the 
work of its nation-wide staff of fire pre- 
vention engineers, give protection 
against the hazard behind the hazard. 
It's worth looking into! 


IMPROVED RISK MUTUALS 


75 Fulton Street, New York 


A nation-wide organization of old established, legal reserve companies 
writing the following types of insurance: Fire © Sprinkler Leakage ¢ 
Use and Occupancy © Tornado and Windstorm e@ Earthquake @ Rents 
Commissions and Profits ¢ Riot and Civil Commotion @ Inland Marine 


January 1937 
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ITH INDUSTRY spending millions of dollars 


a year to develop new and attractive pack- 


(Hy Y, ages, it is natural to find banks devoting 
4 Gril, more and more attention to the same subject. 


The most obvious package of a bank is its build- 


On ing—but its visibility is restricted to those who pass— 


if . , and see—the bank at a given time. Thousands wh 
UMOMS 


seldom or never see your building, see your checks 


and letterheads. To many of these people, it is your 


stationery that carries the first impression. It is the 


FIRST bank’s package. 


When your stationery reflects the quality of your 
bank, when it helps to create constructive customer 


relations, it is a good package. 


IMPRESSION In that case, the chances are that you purchase 


your bank stationery from lithographers and en- 
gravers whose work is the result of long experience, 


specialized craftsmanship, and integrity. 


THIS ADVERTISEMENT IS SPONSORED IN THE INTERESTS OF BETTER RELATIONS BETWEEN BANKS AND PUBLIC BY 


THE INSTITUTE OF 
BANK STATIONERS 


120 WALL STREET, NEW YORK 
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1937 Bank Advertising 


T is the most important ad- 
vertising job facing banks in 1937? 
Seeking answers to this question, 
BANKING interviewed bank advertising 
men in about 20 cities, large and small. 
Many of them said the major assign- 
ment for 1937 was the merchandising of 
bank services, notably loans. Others 
thought public education and the fur- 
ther strengthening of confidence should 
be stressed. Still others felt that efforts 
to reach the small depositor might well 
be emphasized. Some favored institu- 
tional advertising. 
Here are some excerpts from the 
interviews: 


The problem of the banks at this 
time is the scarcity of desirable bank 
loans. Advertising, therefore, will be 
directed to increasing loan portfolios, 
that is, commercial loans, home loans, 
modernization loans, etc. 


* * * 


The only job we have to do now is to 
retain the public confidence that we 
have established over our past years of 


operation. 
* * * 


The biggest advertising job for the 


banks in the future is reaching the 
large number of small depositors, and 


FROM FRANCE 


Georges Bonnet, former Fi- 

nance Minister of France, has 

accepted the post of his gov- 

ernment’s ambassador to the 
United States 


January 1937 


developing more of them. These people 
are not reached by the conventional 
forms of newspaper or billboard adver- 
tising, and it is suggested that some 
visual media, such as motion picture 
shorts, would reach the small account 
field. 


* * * 
The advertising policy of our bank 


in 1937 will probably be of an educa- 
tional nature. At the present time there 


1863 


is a tremendous market that will only 
be reached through a sound advertising 
program. Goodwill and confidence must 
be established. 


* * * 


By all means, the biggest job is to 
continue the now general practice of ex- 
plaining to the public the principles and 
practices of sound banking. This is an 
educational project—and education is 

(CONTINUED ON PAGE 63) 


1937 


For The Investment 


Of Bank Funds 


The First National Bank of Chicago 
maintains an active market in all 
issues of United States securities, 
buying and selling government 
bonds and short-term notes for its 
Own account. 


The experience of more than seventy 
years and immediate contact with 
principal cities makes this bond serv- 
ice particularly valuable to banks. 


Inquiries by telephone, wire or mail 
are invited and a daily quotation 
sheet will be mailed on request. 


Telephone FRAnklin 6800 
Teletype CGO .. 987 


The First National 
Bank of Chicago 
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Tue year was 1837. The place, Grand Detour, 
Illinois. John Deere, the village blacksmith, had 
been challenged . . . His friend, Lewis Crandall, had 
threatened to “go back East if you can’t build me a 
plow that'll scour.” 


John Deere was worried, for well he knew that 
Lewis Crandall’s problem was the problem of the 
bustling West. He had heard the talk of sturdy 
pioneers up and down the wagon trails. “It’s the 
richest soil that lies outdoors,” they said. “But no 
plow’ll ever turn it, once the sod is broken.” 


No need to tinker with the cast-iron and wood 
plows brought from the East, concluded Deere. Only 
a plow with a highly-polished surface could scour its 
way through this sticky soil. 


;..A highly-polished surface, mused the black- 
smith. 


Fortunate, indeed, that the sun shone brightly the 
morning John Deere went to the community’s saw- 
mill to repair a broken shaft. Its brilliant rays 
bounced from the polished surface of a broken saw 
blade into the alert eyes of John Deere. Wait... 
that’s it... steel... steel for plows ...no soil could 
stick to that smooth surface. 


Day and night he worked, perfecting his great 
idea ... building the plow of his dreams. Into the 


(Advertisement) 


One Hundred Years Ago 


John Deere Gave to the World the Steel Plow 


field he took it .. . back to his shop for changes .. : 
out again and back again, until he knew it was right. 


A memorable day it was when, surrounded by 
skeptics and well-wishers, John Deere turned a clean 
furrow with his new steel plow. He had conquered 
the prairie soil ... he had given new hope to the 
pioneers of the West ... he had made possible the 
permanent settling of a great agricultural empire. 


Now, Lewis Crandall could stay and farm his rich 


acres. 
** * * 


Little did John Deere realize that his name was to 
be burned deep into the history of agricultural prog- 
ress. Humble, yet proud of his workmanship... 
practical, yet with vision enough to sense the needs 
of the times, he built plows that set the standard of 
plow quality the world over. 


“I'll never put my name on an implement that 
hasn’t in it the best that is in me,’’ John Deere once 
said. That was his ruling pride, the ideal which has 
guided the organization that bears his name today. 


Eleven great factories, building equipment for every 
farming operation ... branch houses in every princi- 
pal farming area . . . thousands of dealers selling and 
servicing John Deere goods—these are the living, 
thriving monuments to the man who gave to the 
world the steel plow, one hundred years ago. 
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(CONTINUED FROM PAGE 61) 


4 continuous process, not something to 
be accomplished in a day or a year. 
The messages must be constructive, not 
defensive. Also, bank services must be 
merchandised. We must show how bank 
services are useful and essential to 
business and individuals. We must sell 
loans, checking accounts, safe deposit 
service, and trust service. 
x * * 


We must advertise loan facilities, us- 
ing such media as car cards and the 
local newspapers. 


* * * 


The general public must be taught 
the various methods of steady saving. 
It must know that our banking institu- 
tions are sound. 

* * * 


Services that will probably be ad- 
vertised by one bank in 1937 are, in 
order of their importance: Personal 
loans, automobile loans, equipment 
loans and trust services. 

* * * 


Banks must retain good will, protect 
the small depositor. Their advertising 
must contain human interest. It should 
go after commercial loans. 


* * * 


Development and continuance of a 
comprehensive program for public edu- 
cation in banking is to be stressed in 
1937. 


TO RUSSIA 


Joseph E. Davies, Washington 

attorney, has been named by 

President Roosevelt to repre- 

sent the United States in 
Russia 


A SHARPER FOCUS 


on America’s greatest market 


Marine Miptanp banks serve a large part of New York State through 
banking offices in 29 communities. Their individual contacts are those 
expected of financial institutions which have served their communities 
for an average of over 50 years. Many business concerns have found 
these banks able to bring into sharper focus the business facts of this 
greatest of markets. This same clearer picture is available to New York 
State concerns and to those located in other parts of the country. 


MARINE MIDLAND 
BANKS Zroughout New York State. 


RESOURCES OVER $450,000,000 
MARINE MIDLAND BANKS ARE LOCATED IN 


NEW YORK CITY 
JAMESTOWN 
BATAVIA ENDICOTT 
ALBION MEDINA 
ALEXANDRIA BAY 


BUFFALO 
WATERTOWN 


ROCHESTER BINGHAMTON 
LACKAWANNA LOCKPORT OSWEGO N. TONAWANDA 
CORTLAND JOHNSON CITY TONAWANDA MALONE 

EAST AURORA CORINTH PALMYRA AVON 

WEBSTER MIDDLEPORT SODUS SNYDER 


NIAGARA FALLS TROY 


Inquiries should be addressed to Marine Midland Trust Co., New York City 
or to Marine Trust Co., Buffalo, N. Y. 


Members Federal Deposit Insurance Corporation 
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Increase loan volume and 
profits with bonded security 


through LAWRENCE SYSTEM field warehousing 


You can extend maximum credit 
with absolute safety, and at profit- 
able rates, under the LAWRENCE 
SysTEM of impounding commodity 
collateral. 

Self liquidation and eligibility for 
rediscount are features of this type 
of loan. Moreover, participation in 
assets by other creditors is precluded. 


operations and are protected against 
management hazards. 

The service is available for prac- 
tically all types of business. It bene- 
fits both borrower and bank, permit- 
ting extension of industrial credit 
far beyond usual limits. 

Write or call Department B-5 of 
any Lawrence office for copies of the 


With LAwRENCE SYSTEM booklet ‘““Warehouse Receipts 
control, you have day-to-day = as Collateral” or fora detailed 
knowledge of a borrower's analysis of specific problems. 


JAWRENCE WAREHOUSE (OMPANY 


FIELD WAREHOUSING * CREATING COMMODITY PAPER AGAINST INVENTORY 
A. T. GIBSON, President 
Member: AMERICAN WAREHOUSEMEN’S ASSOCIATION— Since 1916 
NEW YORK: 52 Wall St. e CHICAGO: One North LaSalle St. e BUFFALO: Liberty Bank Building 
SAN FRANCISCO, CALIF: 37 Drumm Street * LOS ANGELES, CALIF: W. P. Story Building 
FRESNO, CALIF: 2030 Anna Street * DALLAS: Santa Fe Building e SPOKANE: 155 South Stevens 
HOUSTON: 601 Shell Bldg. e PORTLAND, ORE: U.S.Natl.Bank Bldg. * BOSTON: 49 Federal St. 
SEATTLE: 1014 Fourth Avenue South © HONOLULU, T. H: Dillingham Transportation Building 


CERTIFIED ON CHECKS...LAWRENCE ON WAREHOUSE RECEIPTS 


Inventory Loans 


‘YEAR end inventories of raw and finished stock in factory 
and field warehouse are likely to be larger now than at any 
time during the past few years. 


When such assets are pledged as security for loans it is 
decidedly to the interest of banker and borrower alike to 
have adequate insurance on these increased stocks. 


The Pearl-American Fleet agent in your community is 
skilled in inventory insurance. Let him suggest the type of 
coverage best suited to protect the loan. 


PEARL-AMERICAN FLEET 


Pearl Assurance Co., Ltd., of London 
Eureka-Security Fire G Marine Insurance Co. 
Monarch Fire Insurance Co. 


New York 
Philadelphia 


Cleveland 
Cincinnati 


Chicago 
San Francisco 


FIRE e TORNADO e INLAND MARINE e AUTOMOBILE 


Eye Strain 


LIMITS 
EFFICIENCY 


To make desk work easier— 
more productive of results— 


GOOD LIGHT is essential! 


Model 2242 
Price $13.50 


FARIES GUARDSMAN LAMP—is de- 
signed to avoid eye-strain by eliminating 
glare . . . both direct and reflected . . . as 
well as shadow, from the lighted working 
area. The Guardsman gives a strong, 
pleasing light, which in texture closely 
approaches daylight. This is accom- 
plished by the proper control of light 
distribution, whereby the light from the 
special luminaire is first concentrat 
within the shade, then redistributed, in 
proper intensities, to the desk or table 
top. There are no bright spots . . . no 
shadowed areas to cause eye-strain wit 
GUARDSMAN light. 

See Faries Guardsman Lamp today at you 
dealers, if he cannot supply you, this advertise- 


ment mailed to us with your name and address 
on the margin will bring full details. 


RING CO. 
FARIES Schworts Di 
DECATUR, ILLINOIS 8 
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L2zadership— 


George Washington’s supreme courage at Valley Forge made possible all we enjoy as 
Americans. Without him there would be no United States. 


Hintermeister has just completed this great painting of the man whose character and 
vision will stand out through the ages as the ideal of leadership. 


It is an exclusive, copyrighted creation—one of the Thousand Stars in the Osborne 
Line of Art Calendars, Indoor Billboards, Direct Mail, Blotters, and other Feature Friendly 


Advertising. 


By acting quickly, you may secure this important picture to advertise your bank. 
Let it tell the story of your leadership i in your field. Bank advertising succeeds when your 
message is colorful and rich in gripping, human interest. 


Tear out and mail the card 
shown here. It costs nothing 
to see the Osborne Line and 
you'll find the Osborne Man 
an advertising expert who can 
help you. 


THE OSBORNE 
COMPANY 


General Offices and Works: 
Clifton, New Jersey, U.S.A. 


Plants in Toronto, Ont., and 
London, Eng. 


The Standard of the World 
for Two Generations 


Osborne Address and Postal Permit is Printed on Back of This Card 


TEAR OFF AND MAIL THIS CARD TODAY NO POSTAGE REQUIRED 


The Osborne Company, Clifton, N. J. 


Gentlemen: 


You may have The Osborne Man see us, but this reply is 
to place us under no obligation. 


WE USE 
(J ART CALENDARS 
ROLL CALENDARS 
BLOTTERS 
DIRECT MAIL 
BOOKLETS 
SPECIALTIES 
GREETINGS 
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FIRST CLASS 
PERMIT No. 38 


(Sec. 510,P L&R) 
Clifton, New Jersey 


BUSINESS REPLY CARD 
No Postage Stamp Necessary if Mailed in the United States 


2c-POSTAGE WILL BE PAID BY 


THE OSBORNE COMPANY 
BRIGHTON ROAD 
CLIFTON 
NEW JERSEY 
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Cheap Building Costs Too Much 


By BERTRAM B. CADDLE 


Secretary of the Copper and Brass 
Research Association 


URING the post-war boom years 
D the United States passed through 
a transient period of “jerry building” 
that caused heavy losses to lending in- 
stitutions, the Government and home 
owners. After the Armistice there was a 
great demand for housing. The nation 
then, as today, faced a shortage. Hun- 
dreds of thousands of homes were con- 
structed, from the Atlantic to the 
Pacific, from the Great Lakes to the 
Gulf. The thought paramount in the 
minds of builders and buyers was how 
quickly homes could be built, not how 
well. 

Little thought was given to materials. 
No one seemed to consider whether 
they would give a good performance of 
service over a period of time. It was a 
case of first cost, not last cost, and cheap 
materials were used for the most part; 
however, these proved very expensive 
after a few years of unsatisfactory 
service. Costly repairs and replace- 
ments faced the home owner long be- 
fore he had paid off his mortgage. 

What was the result of this unneces- 
sary phantom mortgage? It caused 


thousands and thousands of home own- 
ers to lose all. They had not provided in 
their mortgage payments for such 
costly repairs. The average man on a 
salary and the man on a wage had failed 
to take this item into their calculations. 
Neither had the lending institutions nor 
the Government. The banks, building 
and loan associations, insurance com- 
panies and the Government are today 
the largest property owners in the na- 
tion. This came about when it was 


necessary for them to foreclose on prop- 
erties on which the buyer or builder 
could no longer meet his mortgage pay- 
ments. 

America is today on the threshold of 
another “building boom”. From a sur- 
vey made by our own association, the 
nation faces a direct housing shortage 
of some 1,500,000 units. Nearly a mil- 
lion units require replacement, while 
almost five million require changes. 

After the chaos of the depression, the 


BANK INVESTMENTS 


and 


BANK EARNINGS 


Up to a few years ago, when the major portion of 
a bank’s funds was utilized for commercial loans 
chiefly of local character, successful banking was 
dependent primarily upon a knowledge of local 
conditions and local trends. 

Today when a great proportion of bank deposits 


is placed in investment securities representing gov- 
ernment and corporate obligations in the United 
States and in all parts of the world, bank earnings 
are largely determined by the income received from 
these securities. 

This change in the character of bank assets calls 
for a broad knowledge of the investment field, and 
for up-to-the-minute information about the many 
factors that enter into the determination of security 
values. 

Manufacturers Trust Company, through its 
Investment Advisory Service, is assisting many 
banks throughout the United States with their 
investment problems. This service is practical and 
thorough. Financial institutions are invited to 
utilize it, without charge. 


MANUFACTURERS 


TRUST COMPANY 
PRINCIPAL OFFICE - 55 BROAD STREET, NEW YORK 


PRESS 


Charles O. Gridley, Washing- 
ton correspondent of the Den- 
ver Post, heads the National 
Press Club, succeeding George 
Stimpson of the Houston Post 


Member Federal Reserve System 
Member New York Clearing House Association 
Member Federal Deposit Insurance Corporation 
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automobile was the first of the basic 
industries to arise from the morass. 
Other industries have followed, with 
the exception of building which is about 
the last to find its stride. There were 
some 4,500,000 automobiles and trucks 
sold in 1936; the total for 1937 is ex- 
pected to be well over 5,000,000. Yet 
since the World War America has built 
far less houses than cars sold in any an- 
nual automobile sales. 

Building will probably move for- 
ward in 1937 and a great revival in 
construction will be started in every 
state. But America has learned a costly 
lesson and it is doubtful if there will ever 


SYMBOL OF 


again, during the present generation, be 
a revival of “jerry building”. The lend- 
ing institutions and the Government 
have set up building standards that re- 
quire specifications for better materials 
before they will approve mortgages. 
That has sounded the death knell of 
“jerry builders” so far as approved 
mortgages are concerned. 

When it was necessary for lending in- 
stitutions and the Government to fore- 
close on thousands of homes whose 
owners could no longer keep up their 
overhead, without considering mort- 
gage payments, they found almost all 
the property in a generally run-down 


SECURITY 


The Capitol building stands as a symbol of the security of the American Nation. 


And the security of countless businesses lies in the farsighted financial advice of 


bankers. Their sound planning incorporates adequate insurance provision against 


unseen hazards, knowing that costly accidents, embezzlements and forgeries may 


wreck the stability of any business. 


Recommend that insurance for your depositors or your own business, be placed 


with Standard of Detroit, a secure, 52-year-old Casualty Insurance and Bonding 


company that has paid over $150,000,000 in claims. Your local Standard Agent 


is an able insurance advisor . . 


- consult him for complete insurance coverage. 


STANDARD 
ACCIDENT INSURANCE COMPANY 


Service Satisfies 


condition. Roofs leaked, plumbing was 
troublesome, and other cheap materials 
had in a few short years outlived their 
life of service. The result was that 
millions of dollars had to be spent for 
costly repairs and replacements to make 
these homes livable before they could 
be offered for re-sale. It is estimated 
that the H.O.L.C. alone has almost 
100,000 such homes. 

The Institutional Securities Corpo- 
ration, controlled by savings banks of 
New York State, has formulated g 
minimum standard for the construction 
of one- and two-family houses, by which 
banks may be guided in determining 
security for mortgage loans. It would 
be to the advantage of the banks of all 
other states to follow the example of 
this corporation, for the standards 
“outlaw” the use of materials that 
cannot, through years of service, guar- 
antee a minimum of upkeep expense. 

The Federal Housing Administration 
has also done much to improve building 
standards. That Government agency 
will not approve loans to builders or 
buyers of homes where cheap materials 
have been used. It insists, before ap- 
proving mortgages, that better build- 
ing materials be used from the cellar to 
the roof. The United States Building 
and Loan League, like the New York 
banks and F.H.A., has taken similar 
action and the insurance companies are 
doing likewise. Hence it is reasonable 
to believe that during this generation 
at least the days of “jerry building” 
are over. 


FIFTH TERM 


For the fifth time Giuseppe 

Motta has been elected presi- 

dent of Switzerland. His first 
election was in 1915 


INTERNATIONAL 


BANKING 
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PRACTICAL TIPS ON CHOICE OF BANK PAPER STOCKS 


LANCASTER BOND 


For bank correspondence stationery---LANCASTER BOND, “The 
Aristocrat of Bonds”. Its 100% rag content watermark fully 
guarantees the prestige, financial strength and integrity you wish 
to convey to your correspondents. Its beautiful snow white 
color, and hard, lintless cockle finish needs only a well done 


letterhead design to make you proud of every letter leaving 
your office. 


DAUNTLESS LEDGER 
For your special bank forms---DAUNTLESS LEDGER. High rag 


content gives it the permanence necessary for long term records. 
Its hard, smooth surface is ideal for writing and _ typing, 
and with its firm, extra heavy weight Dauntless Ledger ably 
fills the need for carefully chosen paper stock for accurate and 


permanent bank records. 


DISPATCH INDEX BRISTOL 
For card indexes and heavy duty record sheets---DISPATCH 
INDEX BRISTOL. It has an extra thickness and rigidity not 


found in ordinary bristols that sag and curl. Files and 


indexes will retain their stiff, business-like foundation and 


efficiency with Dispatch Index Bristol -- the extra rigid card stock. 


DISPATCH SAFETY 
And DISPATCH SAFETY has rapidly become a popular patterned 


safety check paper. As a financial ambassador “at large” it 
has no superior. With its tough, rag fibers, non-alteration 
characteristics and wide range of attractive colors it completes 
a list of high grade bank papers of honest, everlasting quality. 
They are all made under the direct management of Gilbert. 


well known fine paper manufacturers since 1887. 


/ 


GILBERT PAPER COMPANY. MENASHA, 
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NATIONAL SURETY TOWN 
...A Very Real City 


It has been suggested that National Surety 
Town is not real. Certainly it is not real 
as beautiful Rockefeller Center is real:— 
steel—brick—cement. 


But it is as real as thought—as real as se- 
curity—as real as the protection of National 
Surety fidelity bonds to a country-wide 
group of business men and women who 
equal with their dependents the combined 


population of Philadelphia and Chicago. 


Yes, National Surety Town is a very real city 
whose residents are protected against thevery 
real dangers in unpredictable human nature. 


National Surety representatives every- 
where—themselves picked men—are sell- 
ing fidelity bonds and blanket bonds; plus 
protection against burglary, forgery, and 
many other dangers. 


NATIONAL SURETY CORPORATION 


VINCENT CULLEN, PRESIDENT 


© Nationa! Surety Corporation, 1936 
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Suggestions for the Housing Program 


EVERAL changes in and amend- 

ments to the national housing 

m are favored by the National 
Association of Real Estate Boards. 

At its recent New Orleans convention 
the association approved a resolution 
proposed by its committee on real estate 
finance asking that Government guar- 
antee of mortgage insurance through the 
Federal Housing Administration be 
extended, with amendments to make 
the F.H.A. more flexible and useful to 


business. Reaffirmation of a request — 


that a mortgage discount agency be 
established as soon as possible was 
likewise approved. 

The convention also adopted a report 
by its committee on housing which 
recommended that the Government 
abandon all direct Federal construction 
of housing projects. The report sug- 
gested that public utility housing com- 
panies be formed, where locally ap- 
proved and authorized by state law, to 
build and sell homes on easy terms and 
to own and operate rentals for the 
lowest income group in the population. 
The agencies would be authorized to 
undertake neighborhood rehabilitation 
and would recondition and operate old 
properties. 


DISCOUNT FACILITIES 


THE real estate finance committee 
reiterated its belief “that our mortgage 
structure will never be completely 
sound or ‘freeze-proof’ until adequate 
discount facilities for mortgages are 
created.” Realty, it said, “must have 
its own banking system, and a banking 
system which serves the entire mort- 
gage field, before we can feel secure in 
the future.” The home loan bank is a 
step in this direction, but it serves a 
limited number of institutions and 
“can only be regarded as one stone in 
the structure to be built.” 

Some of the suggestions for extending 
the usefulness of the F.H.A. were: 

That all mortgages on housing be 
eligible for insurance regardless of who 
owns them, provided the mortgages are 
serviced by an approved servicing 
agency. 

That the F.H.A. insurance feature be 
improved by making the debentures 
which the mortgagee receives in case of 
default permanently a Government 
obligation. 

That Title IIL be changed so as to 
provide for regional mortgage banks 
which would purchase insured mort- 
gages and issue bonds to the public. 


January 1937 


That interest rates to borrowers 
under insured mortgages be established 
at approximately 1 per cent more than 
the rate at which the bonds of the 
regional mortgage banks can be sold, 
giving the home owner the advantage 
of current money market rates as they 
vary from time to time. 

That the minimum rate of amortiza- 
tion on mortgage loans be lower than at 
present. 

(In this connection the committee 


did not suggest extension of the 20- 
year limitation, but rather that “it 
not be required that a mortgage be 
fully amortized in all cases within the 
20-year period. In our judgment a high 
amortization rate is one factor in creat- 
ing high annual carrying charges which 
make home ownership more difficult.”) 

That the insurance premium be based 
on the unpaid principal amount of the 
insured mortgage and be payable on a 
quarterly or semi-annual basis, and not 
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RESOURCES EXCEED 
$375,000,000 


NATIONAL BANK 
OF DETROIT 


DETROIT, 


MICHIGAN 


Member Federal Deposit Insurance Corporation 


«FULTON 


TATLANTA GEORGIA 


NATIONAL BANK» 
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A De Luxe 
Customer 


Wrote This Ad 


By permission, we are 
pleased to publish this un- 
solicited testimonial from 
Louis K. Hogan, Cashier, 
Kerrick State Bank, Ker- 
rick, Minnesota. 


"We are glad to say that we 
have never yet found a cus- 
tomer who is displeased with 
his checks. He is, on the con- 
trary, very well satisfied. In 
nearly every instance he com- 
pliments you on the speed of 
your service and the quality of 
your work. Naturally, your effi- 
ciency enhances our standing 
with the customer indirectly. 
We assure you it's a pleasure 
to do business with a company 
like yours." 


It is the aim of De Luxe 
Check Printers not merely 
to make sales, but to win 
the confidence of banks to 
the extent of having them 
entrust us with the respon- 
sibility of taking care of 
their check requirements. 


ELUNE 


CHECK PRINTERS /NWC, 
Lithographers and Printers 


Plants at 
CHICAGO CLEVELAND KANSAS 
NEW YORK ST. PAUL 


on an annual basis. Also, premiums 
should be adjusted to risks. 

That the Act be broadened to include 
all proper forms of housing, and that the 
term “low-cost housing”, where now 
used, be changed to “large-scale 
housing.” 

The association’s committee on hous- 
ing took up in some detail the matter of 
Federal housing projects in cities. 

“We submit”, it said, “that the 50 
projects so far undertaken by the Public 
Works Administration and Resettle- 
ment Administration mark no material 
advance in thought or planning and 
have been carried on at a cost far 
greater than would have been the case if 
such projects had been built through 
private enterprise. Projects undertaken 
directly by the Federal Government 
tend to antagonize local communities 
instead of enlisting their cooperation. It 
is our recommendation, therefore, that 
direct Federal housing projects be 
discontinued and that those already 
built or launched be turned over to local 
limited dividend associations or to 
private enterprise as soon as possible.” 

The development of limited dividend 
or public utility housing companies to 
take care of the small percentage of 
American families unable to pay 
“economic rents or purchase a home 
under present conditions” was sug- 
gested by the committee. 


SUCCESSFUL ELSEWHERE 


“THIS device,” the report continued, 
“has been used in our country, and in 
others, successfully. Such companies 
should be organized by local initiative 
and in any way that is best adapted to 
local conditions. . . . If such compa- 
nies cannot obtain their complete 
financing at normal interest rates from 
ordinary sources, we suggest that they 
be eligible to receive credits or loans 
from agencies of the Federal Govern- 
ment. Such credits or loans might well 
be of the participating character devel- 
oped in Canada. Loans and credits 
granted by Federal agencies should not 
be based on rigid formulae prepared in 
Washington, as at present, which stran- 
gles all possibility of local planning and 
initiative. The plans of each company 
should be considered on their merits, 
and if they promise fulfillment of a 
useful local function, should be sup- 
ported.” 

Slum clearance, the committee said, 
should be treated separately from new 
housing activities. The report recom- 
mended that demolition projects, where 
necessary, should be undertaken by 
local governments, possibly with the 
aid of Federal grants or loans. 


We wave 


We wave no magic wand 
that will help us solve your 
insurance problem without 
an investigation. We do 
have a corps of earnest, and 
expert, representatives com. 
petent to conduct an insur. 
ance survey and to make an 
understandable analysis set. 
ting forth your insurance 
needs, and the cost of pro. 
viding the protection. You 
can have this service with. 
out charge. Write. 


SINCE 1854 


THE PHOENIX 


INSURANCE COMPANY 
OF HARTFORD, CONNECTICUT 
Cash Capital, - $6,000,000.00 
Surplus to Policyholders, $30,839,324.64 


Jlo Magi 

ag tc 
No magic approaches the 
modern insurance policies 
in ability to safeguard busi- 
ness. You wouldn't be with- 
out this protection and you'd 
purchase more insurance if 
you knew you weren't com- 
pletely protected. Maybe 
you are completely protect- 
ed. The way to find out is to 
ask us to survey your insur- 
ance set-up. 


SINCE 1850 


FIRE INSURANCE CO. 
OF HARTFORD, CONNECTICUT 
Cash Capital, $2,000,000.00 
Surplus to Policyholders, $15,070,293.55 


Wand 


Wands were used by the 
ancient magi to make prop- 


erty reappear. Today, m 
ern businessmen use insul- 
ance to produce the same 
results. 

SINCE 1859 


OUITABLE 


Fire E Marine Infurance (@mpany 
PROVIDENCE. RL 

$1,000,000,00 

$5,431,263.89 


BANKING 


Cash Capital, 
Surplus to Policyholders, 


Ja 
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A vestige 
THAT STILL HAS 


MEANING 


We are frequently asked to explain the significance 
of the words “‘and Deposit” in our name. 

The answer is that the Company was originally 
chartered to accept deposits and do a general bank- 
ing and trust business, as well as issue fidelity and 
surety bonds. 

Although the Company discontinued its banking 
and trust activities many years ago, its initial knowl- 
edge of the banker’s viewpoint and wishes has 
grown, rather than lessened, with the passage of 
time. That the F&D writes the largest volume of fidel- 
ity and surety bonds in the country, is due largely 


to its business with banks and trust companies. 


FIDELITY, SURETY is : BURGLARY, ROBBERY 
AND BANKERS BLANKET BONDS é FORGERY AND GLASS INSURANCE 


FIDELITY DEPOSIT 


COMPANY OF MARYLAND. BALTIMORE 
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flamer Graduate School of Banking, a 
national educational institution for 
bank executives sponsored by the Amer- 
ican Bankers Association through the 
American Institute of Banking, will 
complete the academic cycle this year 
by graduating its first class and ma- 
triculating its third. 

The 220 students who entered the 
school when it was started three years 
ago will finish their courses of study at 
the third resident session, to be held at 


The Graduate School’s New Year 


Rutgers University, New Brunswick, 
New Jersey, June 21 to July 3. Simul- 
taneously, the men who attended the 
second resident session last Summer will 
continue their studies in preparation for 
the 1938 commencement, and a new 
group of 200—the Class of 1939—will 
begin its work, thus rounding out the 
school’s plans for a student body of some 


are being added to the faculty. They 
are: W. Randolph Burgess, vice-pregi- 
dent, Federal Reserve Bank of Ney 
York, who will give a course on the Re. 
serve System; William H. Neal, vice. 
president, Wachovia Bank and Trust 
Company, Winston-Salem, North Caro. 
lina, who will teach public relations; 
William A. Irwin, professor of econom. 


600 bank executives. 


To meet the requirements of the 


ics at Washburn College, Topeka, 
Kansas, and Albert S. Keister, professor 


maximum enrollment, five instructors of economics at The Woman’s College 


GENERAL MOTORS ACCEPTANCE CORPORATION 


is engaged primarily in facilitating 
wholesale distribution and retail 
sales of the following products of 
General Motors Corporation and 
its world-wide afhliates: CADILLAC, 
LA SALLE, BUICK, OLDSMOBILE, 
PONTIAC, CHEVROLET automobiles; 
FRIGIDAIRE appliances for refrig- 
eration and air conditioning; 
DELCO lighting, power 


foreign made automotive vehicles. 
The business consists of invest- 
ments in self-liquidating credits, 
widely diversified as to region 
and enterprise, capital employed 
being in excess of $80,000,000. 
In obtaining short term accom- 
modation, GMAC issues one stan- 
dard form of note. This obliga- 
tion it offers to banks 


and heating equip- GENERAL and institutions, in 

ment; GMC trucks; MOTORS convenient maturities 

BEDFORD, VAUX? and denominations at 
INSTALMENT 

HALL, OPEL, BLITZ— PLAN current discount rates. 


These NOTES are available, in limited amounts, upon request. 


EXECUTIVE OFFICE NEW YORK - 


in Social 
Security 


This plan is now being introduced by banks 
to their depositors and friends in their 
communities as a systematic plan for sav- 
ing to add to their comfort in old age aswell 
as to provide a fund to meet emergencies. 


There is a plan for every purse and purpose 
ranging from $2.50 up to 
$100.00 a month. Many 

A ey people are not included 
in the unemployment 

WAY insurance plan and to 

TO others the benefits are 

SAVE small. It is a psycholog- 

ical time to provide a 


Through the “Security Monthly Thrift Plan” 


BRANCHES IN PRINCIPAL CITIES 


CAPITALIZE ON TODAY’S INTEREST 


PAYMENTS DUE 
FURST BUSINESS DAY OF EVERY MONTH 


definite plan for them and build up better 
public relations. The plan will stimulate a 
profitable source of regular deposits over 
a period of years. 


The most inexpensive new business and 
public relations offer of its kind. A com- 
plete unit for 500 new accounts, 12 forms 
with 16,500 items on which the name of 
your bank will appear for only $200.00 
including pass books, ledger and signature 
cards, announcements, etc. Substantial 
reductions for larger quantities. We shall 
be pleased to send you a sample set of 
forms upon request. 


Security Thrift Supplies Corp., 1180 Raymond Boulevard, Newark, N. J. 


of the University of North Carolina, 
Greensboro, both of whom join the 
economics staff; and Kenneth C. Bell, 
assistant vice-president, The Chase 
National Bank, New York, who will 
give a course in bank insurance. 

Subjects to be taught in the three 
major courses on the school’s curriculum 
this year are: in banking, the Federal 
Reserve System, personnel manage- 
ment, bank insurance and public rela- 
tions; in investments, investment pol- 
icy; and in trusts, managerial and legal 
aspects of the trust business. 

The school, since its establishment 
with the cooperation of Rutgers in 1935, 
has attained wide recognition. Its ap- 
proach to the problems of banking is 
broadly educational, emphasizing social 
and economic implications of the pro- 
fession and considering them almost 
entirely from the administrative point 
of view. It is essentially a school for 
bank executives. 


DIVIDENDS 
ARMOUR COMPANY 


(ILLINOIS) 


On November 20 a quarterly divi- 
dend of one dollar and fifty cents 
($1.50) per share on the $6.00 
prior preferred stock and a divi- 
dend of one dollar and fifty cents 
($1.50) per share on the 7% pre- 
ferred stock of the above corpora- 
tion were declared by the Board of 
Directors, both payable January 
2, 1937, to stockholders of record 
at the close of business December 
10, 1936. 


E. L. LALUMIER, Secretary 


ARMOUR 4x0 COMPANY 


OF DELAWARE 


On November 20 a quarterly divi- 
dend of one and three-fourths per 
cent (134%) per share on the pre- 
ferred stock of the above corpora- 
tion was declared by the Board of 
Directors, payable January 2, 
1937, to stockholders of record at 
the close of business December 10, 
1936. 


E. L. LALUMIER, Secretary 
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ONE of the finest banking institutions in the 
country, the Corn Exchange National Bank and 
Trust Company of Philadelphia, uses a wide variety 
of National Bookkeeping and Accounting Ma- 
chines. National Posting Machines are used in 
the savings departments at the main office and in 
all the branches. In the central transit depart- 
ment, National Transit Machines are used. In the 
bookkeeping department, Nationals are used to 
post customer accounts. A National Posting Ma- 
chine is also used in the foreign department, and 


Savings department 
(Oxford branch) 


ely 
Registers. achines 
Bookkeepiné M Postase 


Analysis Mac 
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Commercial bookkeeping department (main office) 


a National Analysis Machine in the real estate 
department. 

In big banks, such as this one, where a large 
volume of accounts must be handled quickly and 
accurately, National Machines have proved their 
superiority. They always operate efficiently .. . 
they are flexible . . . they reduce bookkeeping 
expense. Phone our local representative. 


Send for National’s Payroll Plans that provide rec- 
ords which conform with Social Security Legislation. 


te f 4 
4 
and Trust Company, Philadelph | 
l 
DAYTON, 
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Check-W ritins and Signins Machines 
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FIELD WAREHOUSED 
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A SOUND BASIS FOR LOANING~’ 4 


How many times in the past have you sought in vain for some covering warehousemen's legal liability for loss, damage or 
adequate security to justify a loan — and on easily it could destruction of property of others while held in storage in ware- 
have been arranged had field warehousing been available. house buildings and/or storage yards and/or storage premises 
used for tank storage leased, operated or maintained by them. 


Field Warehousing, as the picture so clearly illustrates, sets up 

a bonded and insured warehouse wherever commodities offered Any inventory that is non-perishable and that can be segregated 

as collateral may be located, and where they offer the same ele- _ and identified, is suitable for field warehousing. Why not consult 

ments of safety, liquidity, and protection for the banker as any _us in confidence, about any loan you have in mind . . . or ask 

public warehousing. questions on any legal or practical questions that may not be 

clear. A request will bring you copy of a booklet we are pre- 

And don't overlook that other element, typified in the Douglas- | paring — a complete, concise presentation of field warehousing. 

Guardian dog — the legal, financial and physical safeguards with 

which Douglas-Guardian Nation-wide Field arehousing 
Service protects you. 


Among the Commodities 
Write for Field Warehoused 


Our service is national in operation as well as in name. We offer 


expert management — years of experience in a field which has Valuable Alcohol, Canned Goods, Cotton, Cotton- 
grown rapidly and where practical experience is invaluable — seed Oil, Cottonseed Meal, Coal, Lumber, 
plus every facility for handling any field warehousing assignment FREE BOOK Hides, Malt, Molasses, Petroleum fob 
with dispatch and accuracy, and with sound legal and financial ickles in 
supervision at every step. Containing practical informa- ing, Seeds, Syrup 


. : x tion on the operation of Staves, Stoves, Wool, Woolen Piece Goods, 
Banks holding our receipts are protected by a superior type of field warehousing. Wines and Whiskies, Wooden Crates, Zinc 


bond, covering bonded representatives, and by insurance fully Slabs and many others. 


DOUGLAS-GUARDIAN WAREHOUSE CORPORATION 


Nation-wide Warehousing Service 


NEW ORLEANS, LA. CHICAGO, ILL. NEW YORK, N. Y. DALLAS, TEXAS ROCHESTER, N. Y. EASTON, MD. 
118 N. Front St. 100 W. Monroe St. 100 Broad St. 401 Tower Petro. Bidg. 1223 Commerce Bids. Stewart Bids. 


FAYETTEVILLE, ARK. MADISON, WIS. TAMPA, FLA. CLEVELAND, OHIO LOS ANGELES, CAL. MEMPHIS, TENN. 
\ Appleby Bids. 155 E. Wilson St. 416 Tampa St. Leader Bidg. Garfield Bids. 106 Porter Bids. 


14 BANKING 


and 
é cou 
P 
wea 
j sta 
tem 
pe 
him 
cu 


Lives Comfortably, Owns a Car ... 


RESEARCH project based on the 

histories of 1,001 embezzlers has 
been completed by the United States 
Fidelity and Guaranty Company of 
Baltimore. 

This unusual study, material for 
which came from the company’s files, 
reaches a number of broad conclusions 
as to the social rather than the financial 
aspects of embezzlement. Out of the 
mass of data it assembles a composite 
of the American employee who takes 
his employer’s money; and it considers 
the reasons for defalcations and the 
various personal situations faced by 
hitherto honest employees who steal to 
solve their problems. 


. ENJOYS A GOOD TIME 


THE typical American embezzler is a 
competent white collar worker, under 
middle age, who until his peculations 
begin is trusted and trustworthy. He 
lives comfortably, owns a car, is a good 
mixer and enjoys a good time. He is, 
in short, “a normal individual with a 
better than average business reputation 
and prospective future”—so far, of 
course, as his past record is concerned. 
Perhaps there is in his character a 
weakness that prevents him from with- 
standing the ordinary hazards of life— 
temptations and difficulties which stronger 
personalities overcome—and that causes 
him to live beyond his means or to ac- 
cumulate debts. Nearly a third of the 


NEW MARINE HEAD 


Major General Thomas Hol- 
comb has recently been ap- 
pointed commandant of the 
United States Marine Corps 


WIDE woRLD 


cases studied were of employees who 
spent more than they could afford or 
allowed indebtedness to pile up, turn- 
ing to embezzlement as a relief from 
their difficulties.Gambling, drink,women, 
or some form of domestic trouble were 
responsible for over half the cases. 

In tracing the stories of these 963 
men and 38 women it was found that 
the employee who goes wrong may be 
simply a poor business man, or that he 
obtains or extends credit unwisely. He 


does not always benefit from the theft 
of his employer’s funds. 

“Tt may be,” observes a summary of 
the study made public by E. Asbury 
Davis, president of the company, “that 
he is overly ambitious, operating a 
business of his own on the side, the de- 
mands of which lead him to ‘borrow’ 
from his employer’s funds. Or his em- 
ployer may be lax in supervision and 
therefore the temptation greater than 
should be the case. It may be that in 
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ANNOUNCEMENT 


The National City Bank 


of Cleveland announces 


the retirement of its 
entire preferred stock. 


Capitalization 


now consists of 


ComMOoN Stock 
$7,500,000 
SURPLUS 


AND UNDIVIDED PROFITS 
$3,832,000 


THE 


NATIONAL 


CITY BANK 


OF CLEVELAND 


Resources in excess of $125,000,000 


Member Federal Deposit Insurance Corporation 


| 
| 
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R. G. RANKIN & CO. 


CERTIFIED PUBLIC ACCOUNTANTS 


Examinations 


of 


CHICAGO 


Banks and Trust Companies 
for 


Directors Committees 


NEW YORK 


WASHINGTON 


Our complete banking facilities in- 


sure out-of-town banks and bankers 


prompt, efficient and economical handling of ac- 


counts in Chicago— we invite you to use our facilities. 


Crry Narionat Bank 


AND TRUST COMPANY of Chicago 


208 SOUTH 


LA SALLE 


STREET 


(Member Federal Deposit Insurance Corporation) 


THE TEXAS CORPORATION 


A dividend of 25¢ per share or one per 
cent on par value, and an extra dividend 
of 25¢ per share or one per cent on par 
value, have been declared this day on the 
shares of The Texas Corporation, pay- 
able respectively on January 1, 1937 
and December 21, 1936, to stockholders 
of record as shown by the books of the 
corporation at the close of business on 
December 1, 1936. The stock transfer 
books will remain open. 


C. E. WoopsripGE 
November 20, 1936 Treasurer 


1371n Consecutive Dividend paid 
by The Texas Corporation and its 
predecessor, The Texas Company 


PROTECT O SEALS 
Use in place of wax to safeguard 
easy to apply. Appro' y 
Office. Waite for samples, prices. 
ST. LOUIS STICKER CO. 
1905 Pine St. * St. Louis, Mo. 


YOUR BOARD 


and the new developments 


This is a time when well informed directors are 
pillars of strength. BANKING has a group sub- 
scription plan, by means of which your bank can 
supply this magazine, each month, to all or 
selected members of your board. The cost is 
negligible. More than a thousand banks are 
making profitable use of it. 


one way or another he permits debts tp 
accumulate and then seeks to ease th: 
pressure of creditors by paying them 
with his employer’s funds. 

“The typical embezzler is often over. 


taken by domestic troubles which lead on 
him to spend beyond his means. He said th 
may have a spendthrift or nagging wife, walk 
or a wife who is an invalid. He may have roble 
ailing children or an ambitious family P One 
whose demands cannot be met by his ing ba 
income. His family may feel that it has ic toa 
to ‘keep up with the Joneses.’ His sons cal chi 
and daughters may have become press- the pa 
ing social or financial problems. His § je ma 
wife may be unfaithful, or he himself under 
may fall victim of an infatuation for exam 
another woman, which will cause him intere 
to spend recklessly. eral d 
“On the other hand, he often suc. cised 
cumbs to an over-indulgence in liquor, and 
to gambling or speculation, ‘dipping An 
into the till’ or ‘kiting’ his accounts to § south 
satisfy his thirst or recoup his losses. ing th 
“Frequently, an unexpected emer- § and j 
gency, created by death, sickness or § fynds 
personal financial loss, he claims as the «“Q 
cause for his committing his first but J obser 
fatal defalcation, after which he may § cate: 
continue for a considerable period hop- & situa 
ing that some fortuitous circumstance J adop 
will extricate him from his trouble. vear: 
When, finally, he finds himself hope- §  hanc 
lessly involved, your typical embezzler J peop 
is much more likely to commit suicide Whe 
or break down and confess than he is to tome 
abscond. When he does abscond, how- & and 
ever, it is usually ‘with the other B cou 
woman’. When he is brought to book, the | 
it is found that he has little or none of prog 
the property or money which he en- cost 
bezzled.”’ of i 
DETAILS AND AVERAGES pe 
THE embezzlers whose cases were A 
studied held positions ranging from a his 
warehouse watchman to a company ma: 
president. They represent a cross sec- lem 
tion of American business in every part by 
of North America. The average age of thi 
the men was slightly under 37 years, to | 
while the women averaged just over 33. the 
The men’s average salary was $1754 § ney 
month, the women’s $115. 
The 1,001 embezzlers studied took ba 
from their employers more than six and alt 
a quarter million dollars. Eighty-three § of 
per cent of the men were married, anda pu 
fair proportion divorced or separated. in 
About half of the women were married, me 
while most of the men had dependents. ba 
Their average length of service was th 
close to six years; the women had been of 
employed more than seven years. The in 
average period over which embezzle- in 


ments took place was just under two 
and a half years. 
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“Yes” Windows and “No” Windows 


EVERALnewspaper financialeditors, 
recently interviewed by BANKING, 
said that various aspects of educational 
work constituted the most important 
problem of banks at the present time. 
One thought the chief task confront- 
ing banks was the education of the pub- 
lic to a better understanding of the radi- 
cal changes in the banking laws during 
the past few years. People, he said, must 
be made familiar with the regulations 
under which banks must operate—for 
example, the regulations covering loans, 
interest rates on saving accounts, Fed- 
eral deposit insurance, the control exer- 
cised by the Federal Reserve officials, 
and the state banking commissions. 

Another editor—he is in a large 
southern city—saw a need for inform- 
ing the public with regard to the proper 
and improper ways of investing trust 
funds. 

“One of the problems of the banks,”’ 
observed a western editor, “is to edu- 
cate the people to an appreciation of the 
situation the banks faced when they 
adopted the service charge. For many 
years the banks made no charge for 
handling depositors’ money, and many 
people took this service for granted. 
When charges were levied some cus- 
tomers gave up their checking accounts 
and placed their money in savings ac- 
counts or safe deposit boxes. Today 
the banks must carry on an educational 
program to inform the people about the 
costs of bank operation, the shrinkage 
of investment income, and the conse- 
quent necessity for making reasonable 
charges for services rendered.” 

A southern newspaper man, head of 
his paper’s financial department, said 
many of the bank public relations prob- 
lems in his section were being solved 
by informative advertising. Much of 
this has a local appeal, calling attention 
to the natural resources of the locality, 
the advantages offered by the city to 
new businesses, etc. 

An editor in an eastern city thought 
bank public relations had improved, 
although he felt there was still a lack 
of information as to the function and 
purpose of banks. Another, who lives 
in New England, said business improve- 
ment and reemployment offered the 
banker an opportunity to impress on 
the public that he was in a position to 
offer sound advice on problems pertain- 
ing to the financial rehabilitation of the 
individual. 

The editor of one paper, also in New 
England, suggested that the banker 
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have confidence in his daily newspaper. 
The bank, he said, should feel that it 
can trust the press and that the reporter 
is worthy of confidence; both the paper 
and the bank are interested in the good 
of the community, and a policy of se- 
crecy is often unwise and unfortunate. 

Some of the interviews were con- 
structively critical. “When one goes to 
buy a suit of clothes,” said a western 
editor, “he is received courteously, as if 
he were doing the storekeeper a favor. 


COMMERCIAL CHECKING 


il 


Too often when one goes to the bank 
to borrow he is treated as though the 
bank were doing the favor whereas, in 
fact, he is offering it business. I believe 
banks could watch this phase of their 
public relations more closely.” 

Another editor recalled a quip at- 
tributed to Will Rogers: “If a depositor 
went to a bank window with a deposit 
it was a ‘ Yes’ window; if he went with 
a loan application it became a ‘No’ 
window.” 


SAVINGS TFEUSTS 


... when you go neighboring 


When you're in Chicago—on business or 


pleasure-bent—why not do some “neighbor- 


ing” over our back fence? We'd be glad to 


see you and talk with you. We'd say a word 


or two about our service to correspondent 


banks, but not enough to spoil your visit. 


Drop in any time. 


LAURANCE ARMOUR 
President 


AMERICAN NATIONAL BANK 
AND TRUST COMPANY 
of Chicago 


LA SALLE STREET 


AT WASHINGTON 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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THE. CANADIAN BANK 
OF COMMERCE 


HEAD OFFICE: TORONTO 
Established 1867 


Real E: 
Statement of Condition on November 30, 1936 Punch | 
Salaries 
Balance of Profit and Loss Account, brought for- These 1 proges have been appropriated as follows: redit 
$ 665,394.79 Dividends Nos. 196, 197, 198 and 199, at eight Credi 
Net Profit for the year ended 30th November, per gent. pee BNNUM...ceccccceccscececesers $2,400,000.00 How tc 
1936, Contiagsnt Transfe: to Pension Fund................. 259,003.67 
Reserve Fund, out o —- Fund full provision Written off Bank Premises................+ 200,000.00 Resear 
for bad and doubtful debts has been made, and —_—_—— | 1937 P 
after deducting Dominion and Provincial Gov- d $2,859,003.67 | | 
ernment Taxes paid (including tax on note Balance 715,515.52 Respor 
circulation) amounting to $823,919.39....... _2,909,124.40 ————- | 
$3,574,519.19 $3,574,519.19 | 
GENERAL STATEMENT, 30th NOVEMBER, 1936 Bank ( 
LIABILITIES Severa 
Notes in circulation.......:.. $ 24,559,751.25 The Pt 
Deposits by and Balances due to Dominion Government.............cscecesccccccccccscccssseseses $ 876, 451. ‘95 C 
Deposits by and Balances due to Provincial Governments.........00++seeeeeceeceececcceccteeeeees 9,775,473.46 onstr 
Deposits by the public not bearing interest...........sseseeceecceccesccccsccrececcrececeesseseeeee 173,606,028.81 Out of 
Deposits by the public bearing interest, including interest accrued to date of statement.............++ 345,534,081.62 | 
Deposits by and Balances due to other chartered Banks in Camada...........sseeeeeeeees pe ccsecccece 1,973,219.67 Peace 
Deposits by and Balances due to Banks and Banking Correspondents in the United Kingdom and Labo: 
Advances from Bank of Canada, secured......... Nil Regiot 
Acceptances and Letters of Credit outstanding....-.- __19,000,109.08 
TOTAL LIABILITIES TO THE PUBLIC $586,417,887.37 Currer 
Capital Paid up.........  30,000,000.00 Auton 
Rest or Reserve 20,000,000.00 
ASSETS $637,737,903.04 
Gold held in $ 3,992.02 
Deposits with and Balances due by other chartered Banks in Canada.............0-0eeceeecececeeecs 37,939.70 Armo 
Due by Banks and Banking Correspondents elsewhere than in Canada.............00sceeeeeseeeeees 29,966,060.56 $1,357,883.22 
Dominion and Provincial Government direct and guaranteed Securities maturing within two years, not exceeding market Babsc 
Other Dominion and Provincial Government direct and ranteed Securities, not exceeding market value.............. 123,180,334.19 
Canadien Moanicigal Securities, exceeding 10,670,781.59 Cana 
Public Securities other than Canadian, not exceeding market valuc.............0cccccccccccccccccccececececseeceeeeees 16,717,585.73 Centr 
Other Bonds, Debentures and Stocks, not exceeding market value..............sceececcesecnccesececceseseseereseters 19,629,613.96 2 
Call and Short (not exceeding 30 days) Loans in Canada on Stocks, Debentures, Bonds and other Securities of a sufficient City 
Call and Short (not exceeding 30 days) Loans elsewhere than in Canada on Stocks, Debentures, Bonds and other Securities Chase 
Deposit with the Minister of Finance for the security of the Note Circulation............ccesceecececccceeceecceceecees 1,325,000.00 
Current Loans and Discounts in Canada, not otherwise included, estimated loss provided for........+.-.++e+eeeeeeeeece 145,772,835.74 Dod 
Current Loans and Discounts elsewhere than in Canada, not otherwise included, estimated loss provided for............ 21,261,393.63 8 
Liabilities of Customers under Acceptances and Letters of 19,000, 109.08 Equit 
Premises at not more than cost, less amounts, if any, written off.. 14,791,583.81 Fed 
Shares of and loans to controlled compamnies..........0.+seeeeeeeeeees 3,565,889.89 e1 
Other Assets not included under the foregoing heads.............+-+++ 442,669.99 Fidel: 


$637,737,903.04 
JOHN AIRD, President S. H. LOGAN, General Manager 


New York Agency EXCHANGE PLACE & HANOVER ST. 


C. J. STEPHENSON J. E. KEYES , 
N. J. H. HODGSON} ened R. J. COWAN} Assistant Agents 


594 Branches throughout Canada and other Countries 


Branches outside Canada: Seattle, Portland, Ore.; San Francisco, Los Angeles; London, Eng.; Havana; Kingston, 
Jamaica; Bridgetown, Barbados; Port of Spain, Trinidad; Newfoundland, and St. Pierre et Miquelon 


Loans to Cities, Towns, Municipalities and School Districts..........20.sessecececceeececceeeerceectcrsseteceeteseses 23,073,730.01 
| 
| 
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SPECIAL CONVENTION RATES TO A.B.A. MEMBERS 


*Spring Savings Conference — March 11-12 
*Midwinter Trust Conference — February 9-11 


These two important conferences again show the homelike rooms equipped with every modern 
preference that bankers and other business convenience — restaurants offering a wide vari- 
leaders have for The Waldorf-Astoria. The ety of menus and prices — and within strolling 
Waldorf is convenient to railway and airway distance is the smart world of New York clubs, 
terminals; easily accessible from all New York’s _ theatres, shops. Correspondence concerning res- 
financial and business districts. And it’s the — ervations and rates should be addressed to Frank 
place, too, for your personal headquarters—- A. Ready, Manager. 


THE WALDORF <ASIORIA 
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Recovery Has Problems, Too 


the present recovery phase of the business cycle and in 

the coming prosperous period, there are a number of 

blems that are developing which are somewhat unique 

and probably in each case attributable, to a large extent, to 
technological unemployment. 

One problem is that in the face of countrywide unemploy- 
ment, there is a shortage of skilled workers in a number of 
industries. In other words, the education or training of 
workers to run and direct our new machinery and improved 
methods has not kept pace with the technical developments. 
It would seem, therefore, that one partial answer to the 
problem of the so-called “permanently unemployed”’ is to 
train the unskilled workers to become skilled workers in the 
industries where they are needed. 

Another problem about which we should all be concerned 
is the question of how many “permanently unemployed” 
will still be unemployed when the end of the present pros- 
perous cycle is reached. If we reach the end of the coming 
prosperous period with a great number, and then, in the suc- 
ceeding depression, add to these still further, we can be sure 
that that depression will be a most dangerous one. Training 
unskilled workers to be skilled will only partially relieve the 
situation. 

If employers are to help level out the hills and valleys of 
the business curve, they must become sufficiently social 
minded to pass on to their workers a fair proportion of all 
net profits in the form of higher payrolls, either by shorter 
hours or higher wage scales or more employment or by some 
combination of these, especially when the net profits result 
from installation of labor-saving machinery. I believe, as 
time goes on, more and more business men will recognize 
this as a necessity and prepare to meet it. 

On the other hand, when a depression does set in, that 
is the time to relax the pressure for shorter hours and higher 
wage scales. That is the time to let business alone so that it 
can work out its maladjustments. That is the time when the 


Government with its tremendous credit should step in to 
help out those people who are not in a position to help them- 
selves. 

There is nothing particularly new in this suggestion. It is 
simply that with the speeding up of technical developments, 
it seems wise to speed up the process which has been going on 
for over a century. 

The business and economic structure have gradually 
adjusted themselves for over 100 years to technical develop- 
ments by rather steadily shortening hours, and by increasing 
wage scales. The unique element of our present problem is 
largely a result of the speeding up process in sort of a snow- 
ball fashion. It is, of course, extremely difficult for business 
to adjust its budgets and its payrolls fast enough to keep up 
with these rapidly increasing improvements. 

I think we can be sure that we will never completely 
smooth out the business curve, but we can at least make 
every effort to make reasonable adjustments during a pros- 
perous period, and fall back on Government credit to what- 
ever degree seems essential during a period of depression. 

If we reach the end of the present prosperous period with 
Federal Government debt as high as it is now and then dur- 
ing the following depression it becomes necessary to pile 
more debt upon the present debt, in order to take care of the 
destitute, we will have trouble. In such a case, if we avoid a 
change in our economic, social and governmental structure, 
we will at least run into a period of severe inflation due to 
undermining of Government credit. 

Fortunately, it appears at the present time that with in- 
creasing prosperity and without further increases in tax 
rates, the gross tax revenues of the Government will increase, 
and emergency expenditures will continue to decrease, and 
we should thereby gradually approach a balanced budget 
some time in 1938.—C. W. Younc, President, Young Man- 
agement Corporation, New York, before the SALES ExEcu- 
TIVES CLuB, NEw York. 


Interest Rate See-Saw 


eEMEMBER about two years ago discussing with one of 
the officials in Washington the justification for a policy of 
cheap money, and this official made a remark as follows: 
“On the debt burden which this country has built up and on 
alevel of interest rates such as prevailed, say, from 1920 to 
1930, the United States could not possibly remain a solvent 
country.” In other words, Washington has looked upon a 
Policy of easy money as a necessity in order to keep the 
country solvent. 

Now I think no one would quarrel with the idea of trying 
to keep the country solvent. 

We want to be solvent. But in the course of trying to be- 
tome solvent we run the risk of putting the country in cer- 
tain new pitfalls which may be just as serious as the pitfall 
Which we originally were trying to avoid. For instance, the 
attempt to make the country solvent by getting money 
theap was an attempt to make the debtor solvent. The man 
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who was paying interest, the man to whom the rate of inter- 
est was a cost item, was the man whom we were trying to 
make solvent. But in the process of making him solvent, we 
are now running into a situation where we may make anather 
class of people insolvent, and if we make them insolvent the 
responsibility is going to be placed upon the shoulders of the 
investment banking profession, whether you like it or not. 
The man who buys a bond at a fantastically high price and 
who later on suffers a loss of 20 points on that bond is not 
likely to be very high in his praise of the services of the in- 
vestment banker, the underwriter, and the distributor who 
sold him the bond. That is true not only of the individual, 
but also of the financial institution. 

We have made the banking system solvent but today we 
are loading up the banks of this country with bonds at prices 
that are extremely and abnormally high, and if there should 
be a return of interest rates, not all the way to the level that 
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prevailed in the 20’s, but even halfway to the level that pre- 
vailed in the 20’s, I think it is true that for half of the banks 
in this country a large part of their capital, surplus, and un- 
divided profits would be wiped out; and if we should return 
the whole way to the level of interest rates that prevailed up 
until about 1930 the Federal Deposit Insurance Corporation 
itself would be insolvent. 

Financial institutions, therefore, are being faced with very 
serious questions that are an outgrowth of easy money, and 
in our desperate anxiety to make the debtor solvent by re- 
ducing the cost of money to him, we are now putting the 
creditor in a position where he is threatened with some 
future test of his solvency as an outgrowth of the same policy. 

Now, as that problem is gradually worked out through the 
next few years there is going to be a very decided effort to fix 
responsibility; to fix responsibility for loss on bonds due to a 
change in money rates. 

The responsibility will fall on either one of two parties: on 
people in Washington; or on the private parties who are en- 
gaged in the profession of investment banking in one form 
or another. 

Already an effort is being made by the authorities in Wash- 
ington to make sure that when the turn in money rates comes 
the blame does not fall on them. They are undertaking 
through publicity in one form or another to make a pretty 
clear case for themselves, and to be sure that the responsi- 
bility will be fixed upon the shoulders of the private banker. 

I feel that we are making a very broad fundamental turn 


in the money cycle; that the turn began in July, and that the 
fact that Government bonds made new highs a few months 
after that has nothing to do with the case. That is merely g 
delusion and a snare to anyone who is trying to follow the 
true course of events. 

I have a lot of respect for the power of the Government tp 
control market movements of a certain type, but I have no 
respect whatever for the power of the Government to keep 
money rates at this level. 

I think that the banking profession has been over-sold on 
the idea that the Government has absolute power to keep the 
money rate at an extremely abnormal and absurdly low level, 

We are building up a situation where Government officials 
say that there is one thing we must never have and that js 
tight money. And I call your attention to the fact that the 
history of the last 150 years in both this country and in 
Great Britain shows that you can’t possibly curb a boom up- 
less you are willing to advance the discount rate and havea 
period of tight money conditions. 

If you are going to be held responsible for control of the 
recovery, and control of the next boom, and control of specu- 
lation and so on, you are entitled to have a pretty clear divi- 
sion of responsibility. 

Whoever is responsible for keeping money rates cheap 
during a period of a boom, is responsible for not curbing the 
boom.—LIonEL D. President, Edie-Davidson, Inc., 
New York, before the INVESTMENT BANKERS ASSOCIATION 
OF AMERICA. 


The Challenge to Business 


] AM tempted to characterize our times as the ‘So What?” 
age. We too quickly fall in the habit of saying: “ You 
can’t change that: we have been doing that for 20 years”. 
Then comes the baffling disbelief and the reply “So what?” 

There is nothing new in this attitude of challenge any more 
than there is anything new about the resistance of too many 
of us to change. When they told Christopher Columbus no 
one had ever found land by sailing West, he probably replied 
in polite Italian, but what he meant was “So what?” When 
they laughed, as they must have, at Ben Franklin flying a 
kite with a key on it, he, being a Philadelphian, probably 
held his tongue, but what he was thinking was ‘So what?” 

What is the present challenge to business and how shall it 
be met? 

From the beginning there have been two worlds of thought. 
The one thinks in terms of things; the other in terms of the 
effect of those things on people. To relate it more closely to 
business, one thinks in terms of production; the other in 
terms of the effect of that production. 

America was settled by production-minded people. Our 
forefathers of necessity had to deal with concrete facts. 
First they had to make the soil produce a living. Then came 
expansion—and, because of what then seemed the limitless 
size of our country—still more production. Consumption? 
Bosh! The job was production! Social problems? Let ’em eat 
cake or move West where there was lots of room to start. 
Distribution didn’t count for much until not so many years 
ago. And it was still later before we grew worried enough 
about consumption to turn to the use of modern advertising. 


Alas, how have the mighty fallen! Today we are living in 
a different world. Our leadership is dominated by a different 
type of thought. Shorter working hours or none at all have 
afforded an opportunity for our workers and their wives, our 
customers, to think, to read, to listen. Newspapers, maga- 
zines and the radio have afforded an opportunity for anyone 
with ideas to give to implant them in the minds of our cus- 
tomers. They have done this by an appeal to the emotions, 
the imagination. 

What I am concerned about is whether business men will 
recognize the fact that the public’s opinion of themselves and 
of business is formed and decisions swayed not by appeal to 
the concrete, but to abstract emotionalism. Convinced that 
business should be allowed to live, I cannot but be deeply 
concerned over the challenge it faces. And here is where 
advertising comes in. 

Advertising is the only means by which business cat 
translate the concrete result of production into the abstract 
effect which the consumer understands and wants. By the 
same token, it is the only means by which business can 
translate its right to live into terms the public will under- 
stand. 

Today we are faced with a strange situation, a peculiar 
paradox. Business which apparently has learned so well how 
to create so much goodwill and favorable opinion for its 
products, has not even thought of employing similar methods 
to create favorable public opinion of the business behind its 
products. 

Business must be interpreted in terms of flesh and blood; 
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it must be translated in terms of the lives of the millions who 
gre dependent on the successful operation of business, mil- 
lions which include farmers, storekeepers, laborers skilled 
and unskilled, doctors, clerks, and even politicians. It must 
be so interpreted if business is to be allowed to live. 

It is a job which calls for intensive study by the heads of 
business. It is a long time job, one which should have begun 
years ago and one which should never end. It is a job which 
each individual business must do in its own way. This job 


cannot be left to any outside organization whether it be a 
trade association, a public relations counsel, or an advertis- 
ing agency. 

The task demands the full resources of the best elements 
in advertising, working in the closest cooperation with the 
individual business organization, from the head of it down. 
—Paut B. WEst, President, Association of National Adver- 
tisers, Inc., before the PHILADELPHIA CLUB OF ADVERTIS- 
ING WoMEN and the Poor RicHarp CLus. 


Curtail Government Lending 


N large measure recovery has been achieved, and govern- 
ment should withdraw from the lending field as rapidly as 
private initiative is prepared for it to do so—to be specific, 
when private lenders are able and willing to meet credit re- 
quirements on a proper basis. 

Most Government credit agencies are curtailing their 
activities and operating expenses, but I doubt if the country 
is ready for them to withdraw entirely. High interest rates 
and severe credit requirements would cause another setback. 
They would retard building and expenditures for capital 
goods in general, and would take away from the country, 
particularly users of credit, a feeling of security they now 
have in the knowledge that such agencies as the R.F.C., Fed- 
eral housing, farm credit and public works can, if necessary, 
provide credit. It should be remembered, too, that interest 
and credit charges are directly and indirectly paid by the 
masses and should be kept as low as possible, with a reason- 
able return to the lender. 

It is desirable to protect the farmer against the necessity of 
selling his crops at harvest time, regardless of price. Also 
mortgage money at fair rates and upon fair terms is essential 
to stabilize the mortgage situation; this will help real estate 
values, and new building of all character, some of which is 
becoming badly needed. The Government should also be in a 
position to make railroad loans, in order that the roads may 
be able to get their credit requirements at fair rates. Some 
further lending to industry may be desirable, although that 
situation is adjusting itself more rapidly. 

Whatever the President and Congress may determine with 
respect to Government lending, certainly curtailment is de- 
sirable. It can be accomplished through administration. 


It is clear that we are in for a period of good business, and 
if we will be a little more cooperative, each having considera- 
tion for the other and not try to do all the business, we will 
get along better. It is a fair criticism that every one in busi- 
ness tries to increase his volume every year. That naturally 
means encroachment on the other fellow or a continually 
increasing buying power, greater than is possible. 

It would be ideal if each unit of business would try to doa 
better job, concentrating on service, efficiency and quality 
rather than increased volume, and remember that its com- 
petitor must also live. 

And we should not forget too quickly the distressing plight 
from which we are just emerging. We have not yet found a 
way to avoid depressions, but one way at least to minimize 
them would be to avoid booms and inflated values. Two or 
three years ago we heard a great deal about Government in- 
flation. Inflation is bad, whether private or Government, and 
we would do well to avoid either. Speaking of inflation re- 
minds me of the fact that President Roosevelt has had au- 
thority from Congress for more than three years to issue 
$3,000,000,000 of currency. This would have been inflation 
to that extent. That he has not issued this $3,000,000,000 or 
any part of it is the best evidence any one could wish that he 
is not an inflationist. 

Prior to 1930 values were out of all reason, and in 1932 they 
had gone just as far the other way. Sound, healthy values are 
necessary, and I am not saying that present prices are too 
high, but would suggest care in making investments.— 
Jesse H. Jones, Chairman, Reconstruction Finance Cor- 
poration, in NATIONAL Rapio Forum of the Washington 
Star. 


South America’s Industrial Revolution 


MIGRATION of industry from this country to Latin 
America, particularly to the ABC countries, is only a 
part of a general industrial expansion in those countries. 
There is probably no major section in the world in which 
there is greater industrial activity relative to pre-depression 
years than in temperate South America. 
The Argentine textile industry has had a remarkable 
growth. During the past few years of world-wide industrial 
stagnation, an industrial boom has been a rarity indeed, but 
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the Argentine textile industry has experienced a boom which 
has never been equaled in its history. Notable advances have 
been made in other lines, as well. Manfacturing output has 
increased rapidly in pharmaceuticals, leather products, 
paper, containers of all types, furniture, and other products 
made of wood. Small iron and steel products, such as bolts, 
springs, batteries, cutlery, and home appliances, are likewise 
being manufactured. 

It should not, of course, be inferred that all industry has 
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been prosperous. The restrictions which South American 
countries have placed on imports have naturally not stimu- 
lated those concerns which did not formerly have to meet 
foreign competition. But in general, the ABC countries are 
constantly becoming more industrialized. The lack of essen- 
tial raw materials will prevent their becoming highly indus- 
trialized, but they can produce and are producing many 
commodities which, prior to 1929, were almost entirely im- 
ported. 

Now the question which immediately arises is what effect 
this general industrial development has had upon our foreign 
trade with these countries. Many people look askance at in- 
dustrialization elsewhere in the belief that as such indus- 
trialization becomes more complete, foreign trade will be 
doomed and the markets on which dependence has been 
placed will be irretrievably lost. 

Of course that may be the result for certain concerns, but 
not, I believe, for foreign trade as a whole. Even people 
trained in the theory and history of international trade are 
prone to forget that trade is not confined to the exchange of 
raw materials or agricultural products for manufactured 
goods. Although this exchange looms large in the foreign 
trade picture, still fully half of the world’s trade is between 
industrial nations. 

For instance, the industrialization of Germany during the 
latter part of the 19th century, although viewed with alarm 
by England, stimulated trade between those two countries 
instead of depressing it. The industrialization of any region, 
if it is economic in character, increases wealth and makes 
possible the importation of foreign products previously de- 
nied to the population. 

Furthermore, I am convinced that much of the industrial 


E have the heartening understanding of three major 
nations ‘‘to maintain the greatest possible equilibrium 
in the system of international exchanges and avoid to the 
utmost extent the creation of any disturbance of that sys- 
tem” by their own monetary action. They declared that 
they would “use available resources to this end and arrange 
for consultation between the governments and their au- 
thorized agencies.” 

It is very easy to belittle this accord of September 26, 
1936; to point out that it is denounceable by either party on 
24 hours’ notice; that no fixed parity between the dollar and 
the pound is established; that each government was careful 
to introduce a hedging clause about the necessity of “taking 
into full account the requirements of internal prosperity ”’; 
that one searches the text of the declaration in vain to as- 
certain explicitly whether the stability of currencies said by 
it to be desired is fixation upon gold or upon price indices, or 
upon sterling or the dollar. 

But I leave this skeptical analysis to the professors. It is 
not the contractual force or the legal niceties of the arrange- 
ment that really count. The important fact for us business 
men is that it was politically, socially, and economically 
possible for the three nations to enter into a public agree- 
ment, later implemented by a working machinery, to the 
effect that exchange stability was a common aim. 
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Managed Gold 


growth in South America is economic in character; also that 


it is permanent and not merely a “flash in the pan”, These ties of th 
markets have become “ripe” for certain types of manufg.. currency 
turing activity, and the general economic position of the What 
countries is improved if local production is substituted fo, B %!#2° 
importation. Industrial growth is particularly importay gold oa 
there because it helps to create a great middle-class popul. °F 
tion, which, in my opinion, is needed by all Latin American 22" the 
countries. gold stal 
There is room for difference of opinion, but I should an. sable, 
ticipate that industrial growth in Latin America will yl. — 8 
mately lead to an increase in the foreign trade of that region develop! 
and, furthermore, that our foreign trade will not suffer from interest 
such industrialization. Put si 
stern les 


Recently, a business executive stated in conversation that 
we had learned our lesson in regard to Latin American loans, 
implying, of course, that further loans would not be made 
because of our unfortunate experience with some of those in 
the 1920-29 decade. In my opinion, if we learn such a lesson 
it may be a costly lesson indeed, particularly if we have the 
same attitude toward other types of investment. 

If we allow our present lack of confidence to prevail too 
long, we shall probably miss many excellent investment op- 
portunities. The basic condition for capital movements into 
Latin America has not changed. From an economic point of 


view, this is a backward area, and capital, being very fluid, selves a 
has always been attracted to those areas which are particu- The 
larly subject to economic development. The reason for thisis ray 
not difficult to ascertain. Capital is more productive in such about ; 
areas, and the rate of return to investors is greater.—D. M. _— 
PHELPS, University of Michigan, before NATIONAL water 
TRADE CONVENTION. 
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Above all, the adherence of Great Britain was of splendid 
augury, because hitherto, and largely because of the ob- 
scurity about the gold bloc, Great Britain has been an un- 


Astr 
certain factor in forecasting the turn of monetary develop- partici 
| 

ments. In effect, she has now said, ‘‘ Monetary stability but power 
not yet stabilization.” Furthermore, the Chancellor of the J foreq 


Exchequer was quick to repeat at Mansion House recently 
that the ultimate goal of British policy was the restoration of 
an international monetary standard based upon gold. 
That the present accord is vague in some particulars and 
not solemnly declared to be permanent and lasting, whatever 
circumstances developed, was but natural and prudent, be- 
cause we must have a testing period, particularly as regards 
France, to determine whether its internal and external po- 
litical economy, so closely bound up with the political de- 
velopments there, proves to be in proper equilibrium, and 
can be held, at the revised exchange levels. Had not Great 


stanti: 

Britain and ourselves been already in approximate equi Jf they e 
librium, with the sterling and dollar rate at about present § tin - 
quotations, even this preliminary accord could not have been ytijit), 
embarked upon at all. supph 
Finally, the arrangement is to be greeted as a recognition Bf Gove, 
of the fact that monetary stability internationally can only we of 
be had by international action and can only be maintained Th 
by continuous cooperation between the monetary authorl- to tp, 
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ties of the principal nations, who wish to preserve the same 
currency system. 

What will the coming monetary system be? I have little 
hesitancy in replying—a reformed, modified, and managed 
gold standard which will not attempt to be merely automatic 
in its operation, and which will take into account the fact 
that the pre-war world has vastly changed, so that the future 
gold standard must be less rigid to work satisfactorily, more 
fexible, more consciously directed, not content with focusing 
its gaze upon exchange rates alone, but ever attentive to the 
development of domestic economy, the local credit situation, 
interest rates, the fiscal position, and relative price levels. 

Put shortly, the reformed gold standard, bettered by the 
stern lessons of the past and adjusted to the economic world 


in which we live, totally different from that wherein the old 
automatic standard functioned, will constitute a merging, as 
far as is practicable, of some of the concepts of a managed 
paper currency and of certain of the principles of the classic 
gold standard, endeavoring to reconcile and retain what is 
best and most suitable in each. 

The ultimate goal of monetary stabilization is not an end 
in itself. It is but an instrument to complete that economic 
recovery which is on the rapid march. 

True, there remains much to be accomplished, but, as the 
British Chancellor said in connection with the recent cur- 
rency compact, ‘“‘ We can already begin to hear the breaking 
up of the ice.”—LrEoNn FRASER, President, First National 
Bank, New York, before the ForEIGN TRADE CONVENTION. 


Protection for 64,000,000 Policyholders 


HE foresight of 64,000,000 American policyholders has 
stimulated them to provide for the protection of them- 
selves and their families through life insurance. 

The interest of life insurance policyholders and their bene- 
ficiaries—a group which, in the United States, embraces 
about one hundred million individuals altogether—in the 
investment of the funds which are the security for payments 
under their policies, is commensurate with the aggregate 
vital need they have for life insurance protection individu- 
ally. This aggregate need at present is evidenced by $104,- 
500,000,000 of life insurance in force for the country as a 
whole, and from the premiums paid on this insurance there 
has been accumulated the sum of $24,750,000,000. However, 
relatively few policyholders have more than moderately 
comfortable means, and, in the vast majority of cases, there 
are no other savings to rely upon while they live or to leave to 
their families when they die. Many are making yearly sacri- 
fies to purchase and to keep their policies in force, and the 
average coverage is only $1,633. Let no one covet any part 
of this $24,750,000,000. 

Astronomical as it may sound, it is only $387 for each 
participant. It is the poor-box of our parish! Any party or 
power should be ashamed to filch from it or to impair it by 
forced liquidation or inflation! Hands off! 


The payment of the benefits guaranteed by all life insur- 
ance policies upon their maturity is both a contractual and a 
moral obligation of the companies; this obligation has a 
direct influence upon life insurance investment management 
and makes safety the first objective. Obviously, however, 
safety should not excuse sloth and inefficiency. The invest- 
ment earning should be adequate to meet the precalculated 
interest rate assumed in the premium charges and beyond 
that as much as reasonably may be earned to make the net 
cost of insurance to the policyholders as low as possible. 

The task of the investment departments, therefore, is to 
secure the maximum yield compatible with the high degree of 
safety necessitated by the purpose for which life insurance 
funds are held. This is a problem which demands diligence 
and expert investment knowledge in times of depression 
when attractive securities are relatively scarce, when values 
are shrinking and when interest rates are low, and demands 
like diligence and knowledge in times of expansion, of rising 
values and of high interest rates. But whether times are good, 
bad, or normal, the emphasis upon safety in life insurance 
investing must be equally strong—the vigilance against 
speculation equally unrelenting—Guy W. Cox, president, 
John Hancock Mutual Life Insurance Company, Boston, 
before the AssocIATION OF LIFE INSURANCE PRESIDENTS. 


Not by Divine Right 


HETHER we like it or not, we must realize that in our 
present economic order, banks have been placed sub- 
stantially in the category of public utilities, in which state 
they enjoy certain rights, and at the same time assume cer- 
lain responsibilities. We must also realize that as public 
utilities we are so closely associated with our civilization, 
supplying wants so fundamental to the community that the 
Government will more and more subject us to a large meas- 
we of control. 
The expression “clothed with a public interest”, as applied 
to the banking business, means more than that the public 
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welfare is affected by the continuity with which or by the 
price at which our service is rendered. The circumstances 
which clothe our particular business with a public interest 
are such as to create a peculiarly close relation between the 
public and those engaged in it, and raise implications of an 
affirmative obligation on our part to be reasonable when 
dealing with the public. We may just as well realize that we 
exist by sufferance, and not by divine right. Therefore, if in 
this new future banks are to have the status of a public 
utility with rights and definite obligations, we should know 
what those rights and obligations are. 
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Certainly we have a right to collect a reasonable price for 
our services, and receive a reasonable profit therefor. Since 
our success or failure more deeply affects the community life 
than that of any other business, it should be patent that no 
banking service should be rendered at less than cost. 

We have a right to expect, particularly in view of our 
general participation in the Federal Deposit Insurance Cor- 
poration, that no man or set of men will be allowed to enter 
or remain in the banking business when their conception of 
their responsibilities is not of the highest order. We have 
a right to expect that the political machinations by which 
bank charters have too often been obtained in the past shall 
be relegated to the rubbish heap, along with foreign bonds 
and watered stocks. 

We have a right to expect that the Government will with- 
draw forthwith from competition both in the matter of com- 
peting for deposits in postal savings and through subsidy in 
the lending field. In short, if we are to assume the responsi- 
bility of providing an adequate banking system in these 
United States, then we have the right to an honest chance. 

But if we are to insist on these rights, then what obliga- 
tions must we assume? First and foremost is that of continu- 
ous self-examination and self-audit. 

It is not a question as to whether we are opposed to branch 
banking as against unit banking, or vice versa. The question 


a community of interests unites banking 
and life insurance. These two businesses afford the prin- 
cipal means by which the average American citizen obtains 
financial security for himself and his dependents. The funds 
paid to life insurance companies and the money deposited in 
banks must be put to productive work, and this is done by 
investing these funds in the securities of American business. 
The savings of these millions of people have been immeasur- 
ably helpful in the building of this nation; they have made 
life more pleasant and more profitable for everyone. 

The stabilizing influence of banking and insurance upon 
the political life of a nation has not been sufficiently em- 
phasized. A man will think twice before he advocates violent 
change in social or economic institutions, if he himself has a 
stake in the existing institutions. 

The welfare of our insurance companies and banking insti- 
tutions is a matter of importance even to those outside the 
banking or the insurance business. It is safe to say that there 
is no American, no matter what his race, color, sex, age, or 
walk in life, who does not have a vital interest, directly or 
indirectly, in these great institutions. The problems which 
beset us are matters of general concern. 

The past seven years of economic dislocation have natu- 
rally given rise to spectacular and far reaching developments 
in business as well as in government. Perhaps no types of 
business have been more vitally affected than those in the 
field of finance. An examination of these developments, how- 
ever, leads to the conclusion that they did not originate with 
the depression. They are the result of long term trends in the 
American economy which the depression served but to 
aggravate, accelerate and dramatize. 

There are many indications that we are now entering a 
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Financial Security Missionaries 


is—which is best for the people of these United Stay, which 
It is not sufficient for us to say that because a certgiy larger 
deserving community cannot raise the requisite capital, ;: JB could : 


shall be continuously denied banking service. We must Sug. 
gest a way to provide that service. 

It is not sufficient for us to say to a good risk “This i 
not a bankable loan,” and dismiss him. It is our job to assis 
every worthy applicant in the solution of his credit problems 

It is not sufficient for us to say that certain types of credit 
are sound but are not suitable for banks, and thus in oy, 
smugness leave the individual or small operator to the 
clutches of the loan shark. 

The point is that unless, as the nation’s bankers, yw 
address ourselves to the task of expanding our statutory 


any 

ability so that we can supply all sound needs, we shoulj : Th 
be estopped from protesting when someone else does it bank’ 
The future, then, of banking in the United States lies state 
largely within the hands of the bankers themselves. If, in th num! 
security of our private offices, content with the condition and ff speci 
position of our own institution, we assume no part of ou bank 
collective responsibility for the nation’s banking needs, oy Th 
chartered banking system is in danger.—Woop Netum.§ gene! 
LAND, Chairman, A.B.A. Committee on Banking Studies §  beco! 
and Vice-President, Mercantile-Commerce Bank and Trust § creas 
Company, St. Louis, to group meetings of Kansas bankers. B to th 


we § 

has | 

toda 

wha 

swel 
period of economic expansion which may culminate in an-§ wor 
other boom. It seems a little incongruous, in view of our the 
worries for the past six or seven years, to be bothering our J 
heads about a boom, but nevertheless in our lines of business B pro) 
a boom presents problems as complex and as serious as thos B ciet 
of a depression. In periods of inflated prosperity the average § and 
American becomes a gambler and is no longer satisfied with B and 
insurance or conservative savings habits as a means of at- B be 
taining financial security. In such a period he thinks of him- B cess 


self as a Napoleon of finance, and by assuming unsound risks 
he hopes to acquire great wealth quickly. On the other hand, 
at the onset of the panic which results from the boom, he 
loses his faith, and he demands cash on his life insurance 
policy and cash for his savings account. He is no longer 
satisfied with the instruments of credit; he thinks only of 
biting the coin. 

It is true that we are entering this period with new legisla- 
tive safeguards which did not exist in past years. What 
effect this legislation will have on the course of expansion itis 
impossible accurately to foretell. The only effective safe- 
guard against widespread speculative excesses is a campaign 
of education, and sometimes I wonder whether bankers and 
insurance men have not overlooked the potentialities of the 
great army of employees as a force for the education of the 


public. Management in some banks has been so concerned st 
with opening new accounts or securing new loans that it has § dc 
not duly emphasized on the rank and file of the people who le 
work in those banks the fundamental necessity for spreading Bt 
the story of what banks are doing to serve the interests of J m 
the people of the nation. There are over 260,000 persons Ca 
working in the banks of this country, and they can be al in 
important factor in helping to give the people the facts upo? BP 
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which to base their financial actions. There must be even a 
larger number of persons connected with insurance who 
could act as agents in the economic education of all the peo- 


ple as well as agents through whom new policies are written. 
—Towm K. Situ, President, American Bankers Association, 
before the AssocrATION OF LIFE INSURANCE PRESIDENTS. 


Thousands of Banking Problems 


N? one will deny the success of research in the sciences 
and in industry. Equal success would probably accom- 
pany equal efforts in the fields of money, credit and finance. 

The research problems in the field of money, credit and 
banking are literally thousands. This may seem a broad 
statement, but in my own office we have listed fully this 
number of questions and problems for which there is no 
specific and accurate answer or solution available to either 
bankers or the public. 

The question of a sound money has annoyed about every 
generation of mankind of which we have record. Instead of 
becoming solved, this problem seems to have grown in- 
creasingly complex. The gold standard as we knew it prior 
to the depression is only a little more than 100 years old, and 
during that time the application of the gold standard had 
been so modified that the founding fathers would not have 
recognized it. We have nothing to take its place. What are 
we going to do about it? Some form of managed currency 
has been adopted in most of the leading commercial countries 
today. A relationship to gold has been maintained, but just 
what the future of this relationship will be is still an unan- 
swered question. What are the characteristics of a sound, 
workable, and practical standard of money? What should be 
the relation of the currency of use to the standard? 

Just how much currency is needed and how can this 
proper proportion be maintained in an ever-changing so- 
ciety? What is the relation of money to our other business 
and financial troubles? Is money blamed for our economic 
and financial ills which are not caused by money and cannot 
be cured by tinkering with the money? With the present ex- 
cess reserves and bank credit inflation how can Mr. Average 
Man provide to escape the ravages of inflation and declining 
purchasing power? I would suggest that if the present type 
of free enterprise is worth keeping, the bankers find an an- 
swer to this question without delay. 

These are just a few of the questions for which we do not 
have any answer. Let us now consider a problem closely re- 
lated to money. What are the limits of bank credit? What is 
the relation of bank credit to money? In what credits should 
a bank deal? If banking is essentially a lending business, to 
what extent should banks engage in investing in mortgages 
and bonds? What kind of collateral loan should a bank make, 
and what are the limits of safety? To what extent should 
banks engage in personal loans? Loans on instalment pur- 
chases? Consumer credit loans? 

Should money and bank credit be manipulated in order to 
stabilize purchasing power or do the bankers have enough to 
do if they will only manage money and credit soundly and 
let purchasing power take care of itself? There are fluctua- 
tions in prices and purchasing power that no amount of 
monetary manipulation conceivable can do anything practi- 
cal to remedy. These result from crop failures, wars, new 
inventions, and a host of unforeseen events. If purchasing 
power in a commercial society is largely a matter of produc- 
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tion and distribution, it seems a little unreasonable to blame 
all the maladjustments in purchasing power upon the money 
and credit system. 

We are now in the midst of a period of the greatest increase 
in bank reserves, bank deposit expansion, and the accom- 
panying forms of inflation that have ever been witnessed in 
any civilized country. What are the control measures and 
have we provided adequate life savers for the inevitable 
deluge? How can bank credit inflation be controlled? Are 
there any cases where it has been successfully controlled? 
Are there any tools by which it could be successfully con- 
trolled? These are the questions the answers to which 
should be on the desk of every banker in America. 

Our banking problems are many. What is there left for 
the bank to do? Department stores, power and light com- 
panies, finance companies, and even new kinds of loan com- 
panies created by state laws are engaged in the lending 
business and the safest of the self-liquidating lending busi- 
ness. Some states are solving the problem by legislating the 
banks back into the modern lending business, notably New 
York, New Jersey, Massachusetts and California. The rea- 
sons for some of these developments may be found in the 
fact that many banks went out of the banking business 
years ago but did not change the name over the door. While 
masquerading as banks, many banks have become invest- 
ment trusts in bonds, mortgages, collateral securities, capital 
loans, and even real estate. 

Whether we are to have branch banking, unit banking, 
chain banking, or banking by holding companies, or whether 
we are to have all of these forms and their spheres of opera- 
tion, are unsettled questions. 

If the questions of a bank’s sphere of operations and its 
money and credit function could be more definitely an- 
swered, the public would find it easier to understand the 
bank in the community. 

In raising questions that need to be answered about 
money, credit, and banking we cannot omit the relation of 
our money and credit system to the money and credit sys- 
tems of other countries. The undervaluation of the dollar 
was a principal factor in bringing the excess supply of gold 
into this country. At what values for foreign currencies will 
this gold leave the United States? What are the relations of 
prices and the purchasing power of money in this country 
and foreign countries which will bring about a redistribution 
of this gold? What will be the effect upon our invested bank 
credits of the export of this gold? How will the export of 5 
billion dollars worth of gold from the United States affect in- 
terest rates and the prices of high grade investments held by 
banks? When and how will these changes come about? 

These are only a few of the many unsolved money and 
credit problems. Research should be constantly providing 
the answers to these national, international and local ques- 
tions—Ivan Wricut, University of Illinois, before the 
CONFERENCE ON BANKING, University of Illinois. 
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Working on 


AN the last Congress the chief executives of organized labor 
announced an ambitious program of legislative de- 
mands. They included a full-crew bill which on basis of 1930 
traffic would increase the cost of railroad operation approxi- 
mately $83,000,000 per annum; a train-limit bill which on 
that basis would increase cost approximately $200,000,000 
per annum; and a six-hour day bill which on that basis would 
increase cost $570,000,000 per annum, according to the find- 
ings of the Interstate Commerce Commission after a full 
hearing. We are now informed that the labor executives have 
announced that while they do not recede from any of these 
demands, they expect to put special pressure behind the six- 
hour day bill. 

The added cost which would result from the adoption of 
the six-hour day bill, based on the finding of the Commission, 
adjusted to 1935 conditions, would probably be in the neigh- 
borhood of $387,000,000, which would leave the railroads 
with a deficit of nearly $375,000,000 dollars. 


T seems to me that we are starting on this whole problem 
of Government expense and Government simplification at 
the wrong end. In arranging any tax program the proper 
place to begin is in a determination of what it is that we want 
governmental authority to do. Having determined this, we 
ought to find out what is the legitimate cost of such services. 
Our next step is to decide whether these services shall be 
paid for on a service basis or on an over-all basis. At this 
point we must remember that the cost of billing and collect- 
ing for all individual services is very expensive, and that we 


— only logical treatment for banking ills must come, not 
from the politician, but from those who have spent their 
lives in the pursuit of the ancient and honorable profession of 
banking. No one would think of employing a boiler maker to 
perform an appendix operation. Yet there are those who rush 
about the country shouting from soap boxes the merits of 
their pink pills which, if administered to the banking system 
would, according to these side-show barkers, remove its corns, 
bunions, freckles, warts, weak hearts, empty heads, cancer- 
ous growths, and purify its blood. 

The cure for the ills of our banking system is to be found in 
the courage, the ability and the experience of bankers of 
character. Consequently, one of the most important prob- 


RTY-ONE per cent of the motor cars sold are sold di- 
rectly to women. A large percentage of the remainder are 
sold after they have been consulted. 
Seventy-one per cent of the architects in the East say 
that they receive their directions direct from the women of 
the family. 
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Topsy Turvy Taxation 


Magic Pills for Banking Ills 


Advertising to Women 


the Railroad 


The labor executives appear to be determined to press this 
measure at the approaching Congress, and seem to feel that 


the time is ripe for success. The financial result is not g So le 
matter with which they seem to be seriously concerned, J concer! 
Nearly all of them have already announced that they favor viously 
Government ownership of railroads and have established at are in 2 
Washington an organization to work for it. The six-hour day [J types © 
is probably the most suitable means for bringing it about, “Asa 
If Government ownership intervenes, all fiscal problems 
connected with the six-hour day proposal will become tay. 
payers’ problems. No argument against Government owner. 
ship could be more convincing than the fact that the demand 
for it by labor executives coordinates perfectly with their de- It is 
mand for wage increases, in the guise of the six-hour day, J tal apf 
that probably would make profitable operation of railroads J losses. 
impossible-—SAMUEL T. BLEDSOE, President, Atchison, Und 


Topeka & Santa Fe Railway, before the Assocrarion of 
LIFE INSURANCE PRESIDENTS. 


can probably cut overhead enormously by the device of an The 
over-all collection. The next thing to do is set up a tax system [J purpo: 
which will bring in the necessary revenues to carry what we ment. 
consider to be the necessary public services. The 

Meanwhile, also we ought to be in the business of sim- § funds 
plifying governmental agencies. Instead we are multiplying acculr 
them by tempting local communities to expand their oppor- tribut 
tunities for creating debts to make up deficiencies.—C. A. § build 
Dyxstra, City Manager of Cincinnati, before the Iyvest- The 
MENT BANKERS ASSOCIATION. must 
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lems the banking fraternity must face is concerned with the 
inculcation of a sound philosophy of banking in the young 
men into whose hands the banking system will gradually be 
given. 

There is a tendency to try to correct every abuse by legis- 
lation, but the conditions will not be permanently remedied 
by legislation, for neither honesty, efficiency nor common 
sense can be legislated into those who do not possess those 
qualities. The banking fraternity must insist upon them and 
must draft and follow a program which will insure them in so 


far as it is humanly possible——Rosert O. BONNELL, Presi- El 
dent, Morris Plan Bank, Baltimore, before the DELAWARE sales 
BANKERS ASSOCIATION. in pe 
atter 
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You must reduce your appeal to simple terms. A woman C 
wants quick information about your product. And this is cal 1 
most important: tell her how much it will cost her. That radi 
must be done to gain any attention from her.—ALAN § rv 
WELLS, Business Manager, The New York Woman, before into 
the INSURANCE ADVERTISING CONFERENCE. still 
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What Kind of Bonds 


HE present situation calls for a policy of sticking to the 
sound credits in the selection of individual issues. 

So long as quality is high, banks need not be too greatly 
concerned about distribution, as to group or industry” Ob- 
viously, we must give proper recognition to the fact that we 
are in a seller’s market and that the availability of different 
types of securities must be taken into consideration. 

“Asa general guide, the following distribution is suggested: 
Governments 50 per cent 
Rails 20 per cent 
Public Utilities 20 per cent 
Industrials 10 per cent 

It is as important for portfolio managers to preserve capi- 
tal appreciation that has developed as it is to avoid capital 
losses. 

Undoubtedly, at some future date you will be called upon 


Should a Bank Buy? 


to make the decision, not merely to restrict purchases with 
new funds to short term paper, but to dispose of practically 
all “long-terms”’. 

Some day this bond market will be over, and when the time 
comes, the only way to avoid 'osses will be to take a short 
term position with practically the entire account. 

For the time being we think you should continue to invest 
in medium and long term bonds of good quality. 

But, do it with your eyes open and your fingers crossed; 
obviously, there is now a great deal more risk attached to this 
policy than was the case two years ago, when the price level 
was much lower. 

But there will always be risk attached to the investment of 
funds, and your job is to take the necessary risks.— 
RussELt A. Foust, Standard Statistics Company, Inc., 
Chicago, before Group 6, WISCONSIN BANKERS ASSOCIATION 


Bank Management ABC 


Pte management is a broad term, but some of its princi- 
pal characteristics can be indicated: 

The ability to get business and keep it, with the desire and 
purpose to give depositors good service and friendly treat- 
ment. 

The recognition that the major portion of the loanable 
funds of a bank belongs to the depositors and represents 
accumulated funds of the community which should be dis- 
tributed, so far as practicable, to serve the needs of and up- 
build the community. 

The understanding that the investment of surplus funds 
must be made with due regard for the legitimate demands of 
borrowers, with sufficient allowance for deposit fluctuations 
and, always, with first consideration for the value of the 
principal of the investment as distinguished from the yield. 

The entertaining of sufficient respect for the service of the 


Ads Make 


DVERTISING, like every other human institution and 
agency, has many faults. It is often wasteful. It speaks 
to thousands in order to influence one; but so does the church 
It sometimes encourages men to live beyond their means; 
but so, sometimes, does marriage. It is often garrulous and 
redundant; but so, on occasion, is the United States Senate. 
Elias Howe invented the sewing machine, but, having no 
salesmen or advertising, could not sell it. He spent his days 
in poverty and even suffered the degradation of having to 
attend his own wife’s funeral in a borrowed suit of clothes. 
A whole generation of women, who might have had their 
lives made easier and pleasanter by the service of his inven- 
tion, passed away without that service because there was no 
advertising to tell them about it. 

Contrast that experience with the stories of the mechani- 
cal refrigerator, the automobile, the vacuum cleaner, the 
radio. These did not have to wait a generation to render their 
services. They were known instantly, sprang almost at once 
into big production, which means low prices, and, though 
still comparatively young, ae a necessity to millions. 


January 1937 


bank to see that it is properly remunerated, and of sufficient 
respect for the customers to see that the charges for service 
are fair to the customer as well as to the bank. 

The control of the expenses of the institution so that they 
may have a proper relation to gross earnings. 

The coordination of the activities of the personnel of the 
bank so that the organization may be efficient, aggressive 
and a credit to the institution and the community. 

These general features of bank management may be di- 
vided and subdivided into many topics but the sum and 
substance of them all seems to be the application of skill and 
knowledge in building business, protecting depositors, and 
making a profit out of lending and investing the available 
funds.—ArcH W. ANDERSON, Vice-president, Continental 
Illinois National Bank and Trust Co., Chicago, before the 
WISCONSIN BANKERS ASSOCIATION. 


Us Grow 


When you see an increase in the volume of advertising, 
either in newspapers and magazines or on the billboards 
or over the air, you may regard it as a good sign. For it 
means that the purchasing power of the common people of 
the country is larger. The rich are not of much interest to 
advertisers and advertising men. There are not enough of 
them. Businesses grow great only by having the support and 
confidence of masses of small buyers. Today more business 
leaders are recognizing that truth than ever before. They 
are recognizing that the really big man in their picture is the 
little man; that the only hope of their businesses, and of the 
nation, is in the wider distribution of purchasing power. 

We live in a democracy. And in a democracy, as Abraham 
Lincoln said in one of his debates with Douglas: “ Public 
sentiment is everything. With public sentiment nothing 
can fail; without it nothing can succeed.” Mr. Lincoln made 
that statement over 60 years ago, and some business leaders 
have not learned until quite recently its full significance.— 
Bruce Barton, Batten, Barton, Durstine & Osborne, Inc., 
on nation-wide bank-sponsored broadcast. 
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Tax-Shy Capital 


| is not a good thing for the country that men of large 
fortune should feel obliged to carry millions of dollars of 
idle bank deposits because at the time of their death their 
estates will be subject to taxes running up as high as 70 per 
cent or more, and must, therefore, be held highly liquid. It is 
not a good thing for the country that men of substantial in- 
comes should feel driven to purchase tax exempt Govern- 
ment, state and municipal bonds instead of investing their 
funds in active industry. 

It seems clear to me that we have gone much too far in tax 
rates in the higher brackets, from the standpoint of industry 
and the growth of capital in the country. Men of large and 
substantial fortunes are men who can afford to take risks 
which men with modest fortunes cannot take in the financing 
of new inventions and in the development of new industries. 
The small investor, unable to diversify adequately, must 
“play safe,” and should buy only seasoned securities. There 
is today a great scarcity of venturesome capital, and we 
should modify our tax system to the extent that it is neces- 
sary to permit capital to become venturesome again. 

The tax on corporate savings, passed at the last session of 
Congress, if long continued, will create a very serious prob- 
lem. In almost every bank in the country, this tax is today 
the subject of discussion between corporate borrowers and 
bank credit officials. Both realize the importance of retaining 
part of the profits of the enterprise for expansion and the 
importance of building up surpluses as a safety factor in case 
a new depression should come, and both realize that, even 
apart from a general business reaction, individual lines of 
business and individual corporations are continually having 
vicissitudes, and need an anchor to windward. A tax running 
up to 27 per cent on retained profits which does not have to 
be paid if the profits are all paid out makes it terribly diff- 
cult for corporate management to follow the course of wis- 
dom with regard to these matters. 

Even if one grants that there may be merit in the idea of 
forcing full distribution of profits in bad times so that stock- 
holders may spend and, by spending, help to bring about 
good business—a notion which I do not myself accept— 
certainly one would hesitate to accept the theory that this 
should be done in boom times and at all stages of the business 
cycle. The general theory of those who wish, by increasing 
the volume of money and credit and intensifying their 
velocity, to bring about prosperity, requires that these things 
should be curbed when the pace gets too fast; and this par- 
ticular law, unlike other devices connected with the idea of 
forcing the pace of prosperity, works only one way. 

Granted that it might have been useful in 1933 or 1934, it 
came too late to be useful in 1936 and it can be definitely and 


gravely harmful in 1937 and 1938. Already it has led to the 
reduction of lines of credit to some corporations and already 
it has operated to check expansion of plant and equipment 
others. Its general effect is to retard the growth of capital 
and particularly that form of growth of capital which does 
not involve a corresponding growth of debt. 

On the other hand, I want to say that I sympathize with 
the Administration’s desire to prevent the use of corpor. 
tions as a means of tax evasion by very wealthy individuals, 
I believe it ought not to be an exceedingly difficult matter to 
make a very clear discrimination between the retention of 
profits for that purpose and the retention of profits to meet 
the needs of the corporation, itself. Section 102 of the Reve. 


nue Act of 1936 strengthens Section 104 of the 1928 and 193) | 


acts, which was aimed at the use of corporations for this type 
of tax evasion. I think the business community would do 
both itself and the Government a service if it studied this 
section with a view to helping to make it more efficient, and 
if it presented its suggestions for making it more efficient, at 
the same time that it presents its argument against the 
retained profits tax as such. 

With respect to the capital gains tax, I think that there is 
an extraordinary unanimity of financial opinion that it has 
no place in the general income tax system, and that, if kept 
at all, it ought to be put into a separate category at a very 
much lower rate than the rates of the higher brackets. We 
know that it exaggerates stock market booms. We know that 
it immobilizes large blocks of securities. A man who ought to 
shift from one thing to another, who ought to sell as a stock 
goes too high, simply does nothing, because, if he sells, the 
Government will take the major part of his profit. 

Moreover, the tax on capital gains, at the exceedingly 
high rates of income taxes, means that the tax is a tax on 
capital, one which forces the dissipation of capital when we 
look at it from the standpoint of the country as a whole. 
From the standpoint of the man who pays the tax, it is 
merely turning over part of the profit to the Government. 

But, viewed from the standpoint of the country, the capi- 
tal gain is part of the price which the seller of a security ora 
piece of real estate has received from the buyer. The buyer 
has paid this either entirely from his own capital or in part 
with his own capital and in part with capital borrowed from 
other people, or with funds borrowed from a bank. It is these 
funds which are turned over as taxes to the Government, 
which spends them for current running expenses. This results 
clearly in the dissipation of capital—WinTHRop W. ALD 
RICH, Chairman, Board of Directors, The Chase National 
Bank, New York, before the IL~trvors MANUFACTURERS 
ASSOCIATION. 


Foreign Trade Boomerang 


HILE it may be too much to say that business has 
progressed about as far as it can without the assistance 
of international trade on a broader scale, I am sure that we 
all will agree that recovery in foreign trading can provide a 
powerful stimulus to further expansion and can assist ma- 
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terially in creating an environment in which artificial assist- 
ance by governments can be withdrawn. 

The need for foreign products has been intensified by long 
years of trade stagnation. In many nations demand for ¢- 
sential commodities from other countries has accumulated 38 
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restrictions have impeded the importation of such com- 
modities. On the other hand, business in almost every 
country has suffered because of the accumulation of surpluses 
of their own commodities dependent primarily upon foreign 
markets for their disposal and also because of idle productive 
capacity dependent on such markets for its use. 

It would seem that we have had only a foretaste of the 
economic and social dislocations which will result if inter- 
national trading is to be severely restricted and if nations as 
a permanent policy continue to make themselves independ- 
ent of foreign supplies of essential commodities, and, as a 
necessary result find themselves deprived of many foreign 
markets in which they previously sold their own surplus 
goods. 

It is not difficult to discover the explanation for the failure 
of foreign trade to advance commensurately with the re- 
covery in domestic trade, for on every hand there is evidence 
that the many devices which have been created to curtail 
imports are reacting harmfully, and also that the world is 
coming to realize that in reality these measures are proving 


to be a means for the self-strangulation of all international 
trading. 

If a nation closes its markets to foreign production through 
excessively high tariffs or through quotas or whatever other 
means of trade protection it may adopt, it merely penalizes 
its own citizens, for if import markets are closed, then export 
markets cannot long remain open. 

No scheme has ever been devised whereby one nation can, 
over a long period, sell outside its own borders and at the 
same time refuse to buy the product of other nations. 

So, instead of a protracted discussion as to the right and 
wrong means by which this problem can be solved, I would 
like to suggest that the leading nations without delay make 
some concessions on one side in order to obtain some ad- 
vantages on the other, and compose their differences as to 
the type of measures to be taken in an effort to effect quickly 
some reduction in present-day barriers to trade.—Lewis E. 
Pierson, Chairman, Board of Directors, Irving Trust Com- 
pany, New York, before the NATIONAL FOREIGN TRADE 
CONVENTION. 


Two Years of Mortgage Insurance 


hae two years of pioneering in the mortgage insurance 
field have been most interesting and the results, so far, 
most gratifying. For with approximately a half billion dol- 
lars of insurance business upon the books, only five proper- 
ties had been conveyed to the Administrator up to October 
1, and an aggregate of $15,450 in debentures issued for 
them. To date one of these properties has been sold, leaving 
debentures outstanding in the amount of $12,677 against the 
four properties now held. In connection with the one prop- 
erty already sold, it is interesting to note that the sum re- 
ceived was sufficient to retire all claims—as well as the de- 
bentures issued in exchange for the property, and besides, a 
sufficient additional sum remained to return to the original 
mortgagor, $163.06. And this was on top of a cash considera- 
tion of $150 that had already been paid as a premium for the 
voluntary surrender of the mortgage. 

You might quite rightly say that this foreclosure experi- 
ence of two years is far from conclusive. To this we readily 
agree, for to boast of good sales on a rising market means 
little. And, one swallow does not make a Summer! 

But it is also of interest to note that the insurance fund of 


10 million dollars originally provided has now grown to ap- 
proximately 15 million dollars and by next July will un- 
doubtedly be around 20 million. 

So the Federal Housing Administration from a financial 
point of view is a very healthy youngster indeed. 

For, please remember, the Federal Housing Administra- 
tion is not an eleemosynary or charitable institution. There 
are no free rides or Christmas trees attached to it. It is a plain 
business proposition. 

Still, and notwithstanding this, it is our belief that it 
would be a great mistake not to continue the Government 
guarantee and we intend to make this recommendation to 
the coming Congress. Such an extension should at least 
cover a sufficient time to thoroughly establish reliable ex- 
perience tables and other important actuarial data. 

Incidentally, it may surprise a great many people to know 
that the operations of the Federal Housing Administration 
give the first real opportunity ever offered the mortgage 
world for compiling such indispensable actuarial data.— 
Stewart McDonatp, Federal Housing Administrator, 
before the NATIONAL ASSOCIATION OF REAL ESTATE BoarDs. 


Imports Plus Exports Equal Prosperity 


ze. countries are now beginning to discover (as we have 
discovered) that there are certain naturally conditioned 
limits beyond which trade restrictions cannot be safely 
carried, lest they retard, rather than speed, the attainment 
of that desirable economic balance between producer and 
consumer interests which is so necessary to national pros- 
perity, as measured by the more abundant life of all citizens. 
Like ourselves, they have learned that it is nationally just 
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as unprofitable to operate, and to protect, definitely sub- 
marginal industrial fields, as it is to cultivate submarginal 
agricultural fields; and that productive activities, whether 
agricultural, industrial, or other, must be maintained on a 
basis at least as economically sound, as well equipped, and 
as efficiently managed, as those of our foreign competitors, if 
we are to retain, and expand, export markets. 

Excessive duties, or trade restrictions, put a premium on 
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plant obsolescence and inefficiency, which reduces employ- 
ment and wages, and unfairly deprives domestic consumers 
of desirable commodities, within their ability to buy, while 
most inopportunely stimulating the efficiency of foreign 
producers. 

All countries now admit these undeniable facts; they are 
all suffering from the cumulative effects of post-war tariff 
and trade restrictions, which they have continued to impose 
upon each other, until they threaten to demoralize not only 
their foreign but also their domestic trade. They appear 
ready to follow the lead taken by the United States in a 
concerted effort to restore a freer, and more normal, flow of 
commodities, through the negotiation of trade agreements 
which aim to reciprocally reduce duties and remove trade 
restrictions found to have been excessive. 

All classes of commodities must be included in this under- 
taking, because few countries are, today, confined to one 
major line of production. 

No country is self-sufficient; all must depend on imports, 
as well as exports, to exploit fully their natural economic 
opportunities. They will prosper as employment increases 
and living standards and purchasing power improve, because 


AY EW years ago, when public sentiment was manifestly so 
strongly against the Stock Exchange, the committee on 
public relations decided to ascertain how widespread this 
hostility was, its causes and how it could be cured. 

We accordingly directed a survey to be made covering 
every section of the United States by personal interviews of 
an experienced force of men, who specialize in that sort of 
work, with citizens of all levels of society. This investigation, 
which consumed about four months’ time, disclosed that 
about half the people of the country held prejudices against 
the Exchange, leading anywhere from expression of mild 
disapproval to vituperative abuse. 

The investigation also revealed that at the bottom of this 
antagonism was a lamentable misconception of the functions 
of the Exchange and its method of operation. Supplementing 
that fundamental cause were other contributing factors 
such as: 

Here and there unsatisfactory personal experiences with 
brokers and customers’ men. 

Losses suffered in the decline in security prices incident to 
the 1929 panic and subsequent depression. 

The Senate investigation and its accompanying political 
by-products; and reflecting all these: 

The critical attitude of a section of the public press. 

Reduced to its essence that same old characteristic of the 
human race so often revealed throughout history again was 
disclosed, namely, that in times of stress, the public thinks 
with its emotions and on such occasions there is never a 
dearth of demagogic appeal with scorpion stings to lash those 
emotions into fury. 

That was mob psychology. And mob psychology is a ter- 
rific force that brooks no interference until it has spent its 
fury. As the author of “Strange Popular Delusions” wrote 
nearly 100 years ago: “ Men think in herds; they go mad in 
herds; they recover their senses slowly, one by one.” 
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their available productive activities can again be gradually 
shifted from less to more promising domestic fields, by 
importing commodities more economically made abroad, and 
paying for them with commodities more favorably made at 
home. 

In our own case, in spite of our great natural wealth, we 
have, from the earliest times, drawn on foreign sources for 
many products required by industry, agriculture, and the 
general consumer. Many of these have been, and still are, 
absolutely indispensable to our producers, while others 
have become so essential to our accepted American manner of 
life, that they must now be considered national necessities, 

How necessary such exports and imports have been to 
sustain profitable operation and full employment became 
very painfully evident when they both declined together 
during the great depression. 

Statistical reports significantly show that export and im- 
port figures, and domestic production and employment 
figures, rise and fall together. The more we trade the more 
we prosper.—CurtT G. PFEIFFER, President, National Coun- 
cil of American Importers and Traders, Inc., before the 
NATIONAL FOREIGN TRADE CONVENTION. 


That is about the position in which we found ourselves in 
1934—our business practically ruined and all our activities 
viewed with suspicion from one end of the land to the other. 

Our job was to dispel that suspicion. Common sense told 
us that there is no use trying to reason with hysteria. Wait 
until the mood subsides. So we did. Then we embarked ona 
campaign of education designed to present to the public the 
real facts, in the hope that they might displace the untruths, 
the half-truths and the generally distorted picture of us 
which had been painted. This involved no magic, no mys- 
tery, no tricks of pulling rabbits out of a hat. We adopted a 
program which seemed to us just plain horse sense. 

We took cognizance of the impression that, rightly or 
wrongly, had gained ground, that the New York Stock Ex- 
change was in the vernacular of the day “snooty and high 
hat.” Accordingly, we were at pains to see that representa- 
tives of the press were afforded access to all legitimate news 
which developed in the course of our daily operations. In 
fact, our efforts have been directed toward debunking the 
public mind of the “mystery” which surrounded the New 
York Stock Exchange. There is none, in fact there never has 
been any mystery about it. Plenty of misunderstanding, yes, 
but no mystery! And it is characteristic of human nature to 
distrust that which it does not understand. 

With the object of dissipating these misunderstandings, 
Charles R. Gay, the president, and certain members of the 
New York Stock Exchange, have within the past year 
visited nearly every important city in the United States ex 
plaining the true functions of that institution and its methods 
of operation, trying to get across to the public mind that itis 
merely a human institution fulfilling with as much perfection 
as human frailty will permit —Mavrice L. FARRELL, Chail- 
man, Committee on Public Relations, New York Stock 
Exchange, before the NEw York FINANCIAL ADVERTISERS 
ASSOCIATION. 
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20,000,000 Shareholders in 48 States 


ILLIONS upon billions of dollars’ worth of stock is an- 
B nually placed in the hands of investors in this country. 
Upwards of twenty millions of Americans are shareholders 
in one form or another. Some single corporations number 
their stockholders into hundreds of thousands. I believe the 
American Telephone and Telegraph Company is owned by 
653,000 stockholders—none of whom owns more than 1 per 
cent of the capital stock. The whole of our social, economic 
and political systems have become so involved in corporate 
securities that a major readjustment in the stock market 
brings deep concern or privation and suffering to all the 
population. 

So many of us are investors in stocks that when stock 
values are wiped out or seriously depreciated, our livestock, 
land, and other values suffer.’ Such a catastrophe affects the 
small farmer, the factory worker, the miner, the corner 
grocer, the house-maid, chauffeur and gardener. It affects 
the interest of the banker, the railroad president and the 
lonely sheep herder in the bleak hills who had no part in it all 
and knows not why he should suffer. 

Yet there is no complete uniformity in the various state 
laws. Each state has written its own definition of security. 
An oil and gas lease is a security in Texas. It is not a security 
in Arkansas and Louisiana. Each state has provided certain 
exemptions without reference to what other states may have 
done in this respect. However, for convenience and upon 
broad grounds all state laws may be divided into four classes: 


1. Laws regulating both the security and dealer or broker. 
2. Laws regulating only the security. 

3. Laws regulating only the dealer or broker. 

4. Fraud acts or injunctive laws. 


In so far as possible, the states should get down to some 


semblance of uniformity. To this end the National Asso- 
ciation of Securities Commissioners has already made some 
substantial progress. Securities laws are here to stay. Since 
we must have such laws it is incumbent on commissioners 
and dealers to work together for the good of the millions of 
investors. We should use plenty of common sense in making 
the laws effective and practical. 

The first thing a state should do after it passes a workable 
law, stripped of all the red tape possible, is to set up the ma- 
chinery manned by the most competent talent to administer 
the law. The highest type of administration is impossible 
under the provisions most states have made. A securities 
commissioner, like the judges of some of our courts, should 
hold office during good behavior so long as he is thoroughly 
competent. He should be free of political threats and intimi- 
dation. Any man who suffers from moral, political or physical 
fear should never be appointed securities commissioner. The 
next requirement necessary is the confidence and cooperation 
of registered dealers. 

We should teach the people to discriminate in making their 
investments and to think for themselves. Securities values 
being so great and so important in our life today, I think 
much more importance should be given to the subject in our 
educational institutions. 

If we properly educate public opinion against the securities 
evil-doer, build up confidence in the fair and honest dealer 
and teach them to make proper investigations before buying 
their securities, we will have arrived at the goal every se- 
curities commissioner and every investment banker de- 
voutly desires.—D. LEon Harp, Securities Commissioner of 
Texas, and President, National Association of Securities 
Commissioners, before the INVESTMENT BANKERS Asso- 
CIATION. 


The Future of F.H.A. Modernization 


r all the current talk about Title IT of the National Housing 

Act and the necessity for its extension we seemingly have 
lost sight of the advantages enjoyed by owners and lending 
institutions under Title I which also serves an important 
social purpose in our economy. 

Valuable as the mortgage lending program under Title II 
may be, the redemption of real estate property under Title 
lis just as important, and probably more so to banks, since 
older real estate must be kept abreast of modern real estate 
in the sharp competition of a new home market. This is es- 
sential to the preservation of the mortgages we hold in our 
portfolios. 

It may be argued that the F.H.A. was designed as a recov- 
ery measure. 

But recovery is not complete; confidence is not fully re- 
stored; the time is not yet ripe to cut off this encouragement 
to banks and owners to cooperate in the problem of rehabil- 
itating the real estate properties in which they are inter- 
ested as lenders and owners. 

If necessary, a small insurance fee might be set aside to 
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create an insurance pool, as in Title II loans, and thus make 
them self-sustaining. 

Title I expires April 1, 1937. It ought to be extended. 

There is a deep social significance to F.H.A. modernization 
loans and a vital reason why banks should seek the extension 
of Title I in order to continue them. 

The very conception of Title I of the National Housing 
Act contemplated the stimulation of employment in the con- 
struction industry and the raising of the older sub-standard 
homes of the country to proper standards of social usefulness 
with profit to all. 

From the standpoint of banks and other lending institu- 
tions, this means the preservation of their mortgage invest- 
ments. No one who has studied the present housing develop- 
ment can escape the conclusion that the existing market is a 
new house market and that the only way in which the market 
value of older dwellings now under mortgage can be main- 
tained in the face of new house competition, is through bring- 
ing them up to where they approximate new home standards 
in condition, equipment and desirability. 
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Many banks have learned this lesson with respect to prop- 
erties taken over in foreclosure. The same depreciation which 
afflicted them is present potentially in going buildings still in 
their owners’ hands. 

We are still inclined to think of houses in “horse and 
buggy” terms. For decades the only major changes in their 
structure were from gas to electric light and from dusty hot 
air furnaces to steam and hot water. The fundamentals of 
house design and construction seemingly never changed and 
their market value remained fairly constant. Mortgages were 
usually permitted to continue in effect without amortization 
and with reasonable safety. 

But under the pressure of depression forces the intensive 
methods of development of other industries has been applied 
to the construction field. Architects have evolved better 
designs. New materials, new equipment, new protection, new 
gadgets have been developed, that have brought about a 
major degree of obsolescence in pre-depression houses in the 
space of a very few years. 

There is nothing in these loans inconsistent with current 
practices in banking. Indeed, Title I contemplates the most 
conservative type of instalment or personal loan, made for 


— is government going in the next four years? Will 
it turn left or right or will it pursue a middle course? 
Will the next four years be years of more or less government 
regulations? 

Where you and others ask that question of government, 
government seems to me in truth to be asking the same ques- 
tion of you. To listen to and to try to understand the public 
voice is certainly as much a duty of industry and of finance 
as it is of the government. In short, far more important than 
knowing whether our Commission and the Governors of the 
Federal Reserve System can and will exercise certain latent 
powers is the question whether the operations of private 
finance will create the occasion for their use. The challenge 
offered by the verdict of November 3 is thus a challenge that, 
to my mind, is directed mainly towards those in control of 
industry and finance. 

Each of the three acts which the Securities and Exchange 
Commission administers is in fact a repetition of the public 
resolution that 1929 shall not recur. 

That we have made advances—great advances—is clear. 
In these accomplishments we were aided by a measure of 
acceptance by private finance, and by the legal and account- 
ing professions of the obligations embodied in the legislation. 

The intensity of our present sellers’ market is in danger of 
bringing about a subtle dulling of responsibility. In a market 
that has a plethora of buyers, the selling document too 
rarely has the attention paid to it that it deserves. Its length 
results not so much from the requirements of the law, but 
from the fact that the writing of what should be popular 
portrayal of business facts is dominated by lawyers nurtured 
in the drafting of trust indentures. The responsibility for 
perfecting the mechanism of the prospectus rests not alone 
upon the Commission. The prospectus must be used, and its 
purposes honored. Otherwise, the objectives of existing 
legislation will be far from being reached. 
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the conservative and constructive purpose of permanent im. yours. \ 
provement of residence property on which, in most instances [ mark th 
some lending institution has a loan. And such a loan, so useq What 
enhances the value of such property. This fact has not bees the imm 


sufficiently appreciated. If any doubt remained of the usefyj. 
ness of Title I, the number and volume of loans made under 
it should resolve it. 

Besides the direct economic benefit, it is unquestionably 
true that Title I modernization loans have been a source of 
profitable business to lending institutions, making them 
sounder and better able to serve the community. The rate of 


interest earned has been good—certainly good in contrast O far 
with that on some commercial loans—and banks have been assl 
able, in most instances, to handle this business without any careful 
increase in overhead. Few banks reduced their forces during § serve re 
the depression and undoubtedly the work entailed in this & the inv 
activity has only taken up part of the slack in their operating [§ under | 
capacity. On this basis, it can be reasonably argued that the § tribute 
income earned on these loans is net income.—L. A. Cuay- gress. / 
BLISS, Assistant Vice-president, Fidelity Union Trust Com. § busines 
pany, Newark, New Jersey, before the NEw Jersey Rear The 
EstaTE Boarps CONVENTION. ably th 
in any 
ernors | 
require 
$1,500, 
press t 
study 
an adc 
reserve 
I mention these facts not in the spirit of carping criticism f $800,0 
of investment banking methods. I mention them rather as of ban 
factors for whose sucess we of the Commission cannot alone § ¥8 2 P 
assume responsibility. Failure in the field of security legisla- — comm 
tion is too tragic to contemplate. National desire is so in- The 
tensely bent upon success, so deeply determined that the ff othe 
conditions of the late twenties shall not repeat themselves, of the 
that you, to whom that desire is directed, we, who are in part J indust 
agents to superintend its consummation, dare not fail. The — (¢) 00 
cost of that achievement is negligible beside the cost we know By ; 
will attend failure. reachi 
Of one thing we can feel sure, that when price has no rela- § this n 
tionship to earning power, present or prospective, a mecha- of the 
nism that will permit maintenance of values of that character, B #40 
has lost its justification. Every aspect of trading must there- § Past t 
fore be adjusted to operate against the potentiality of sucha and il 
condition. toexe 
Investment rarely seeks the board room. Investment, § “™ 
though it does not despise close market spreads, regards them cal | 
as of minor consequence in relation to significant trends. merel: 
One of the fundamental hopes of the Exchange Act was they « 
that through some consciousness of the nature of corporate The 
enterprise we, as a nation, should develop into investors— Tate f 
rather than speculators. Yet today one wonders where the J “™m¢ 
growing emphasis lies. One wonders just how the battle the bi 
between the dull registration statements of listed securities Is j 
and the fascination of the Trans-Lux will eventuate. And the J Parte 
responsibility for that outcome will not be ours alone, nor will b 
will its glory, if such there be, be the monopoly of political J Tne 
party or economic creed. ously 
The rightness or leftness of government in this field is no Is thi 
more capable of prediction today than next month’s market. what 
On trueness to the ideals that two years ago gave goverl- part 
ment responsibility in this connection, you can count. The a 
But the direction of the effort is less in our hands than in § * 8 


BANKING 


yours. What tempo you bring to tomorrow’s market will 
mark the direction of action. 

What responsibility you assume means more today than 
the immediate tenor of our activity. The administration of 


Questions 


O far as I visualize it, the problems of credit control today 
assume four distinct phases, each of which deserves a 


y Bf careful study by the banks. These are (1) the raising of re- 
gf serve requirements; (2) the policy of low interest rates; (3) 
is © the investment of the huge reserve funds to be accumulated 
 & under the Social Security Act; (4) the bill taxing undis- 
1e B tributed earnings of corporations recently passed by Con- 
t- Egress. All four of these problems directly affect the banking 
n- business. 

AL The authority to raise legal reserve requirements is prob- 
ably the most powerful weapon granted to any central bank 
in any democratic country. Last August, the Board of Gov- 
ernors of the Federal Reserve System, by increasing reserve 
requirements by 50 per cent, automatically sterilized 
$1,500,000,000 of surplus bank reserves. It is stated in the 
press that the reserve authorities are again giving careful 
study to the desirability of raising reserve requirements by 
an additional 50 per cent, which would reduce the excess 
reserve balance from $2,200,000,000 to approximately 

sm { $800,000,000. Obviously the sterilization of such huge sums 

as of bank reserves, on which they earn no return whatsoever, 
ne | is a problem of the utmost importance to the banking 

Ja- community. 

in- There is need for unbiased study on the part of the banks 

the & of the effect of raising reserve requirements (a) on the ability 

ves, [f of the banks to perform their functions in the financing of 
art (| industry and trade; (b) on the cost of running the banks, and 

The | (c) on the economic conditions generally. 

ow By pushing their own studies of the effects of such far- 
reaching measures they can better help the authorities use 

ela- & this new power in ways which would be to the best interests 

ha- of the country as a whole. Increases in reserve requirements 
ter, ean entirely new experiment. There is no experience of the 
ere- fp past to go by in using it. Obviously it would be both unwise 
cha & and illogical to stand aside and expect Government agencies 
toexert this power beneficially on the ground that if mistakes 
ent, § 2 made the Government will be responsible. The commer- 
hem & “al banks are, after all, the institutions affected, and 
nds. merely because they dislike changes in reserve requirements 
was — they cannot ignore the consequences. 
rate The great banking problem of the day—the low money 
rs— ff "te policy adopted during the past few years by the Gov- 
the § ¢™mment—similarly exercises a powerful influence not only on 
ttle | the banking business, but also on the community at large. 
ities Is it not of the utmost importance to inquire in an im- 
ithe §§ Partial way what the effects of continued low money rates 
nor & Will be on our economic future? Will not a continued low 
tical § Money rate policy drive a number of individuals who previ- 
ously invested their funds in bonds into speculative stocks? 
sno & Js this desirable? If this tendency is already prevalent, to 
rket. § What extent is it going on? Banks which operate trust de- 
rern- &§ Partments are in an excellent position to study this question. 
The impartial and unbiased findings of the banks ought to be 
sn in * guide to policies of the Government. 
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for Study 


the new recovery is not and cannot be a matter of unilat- 
eral action—JAames M. Lanpts, Chairman, Securities and 


Exchange Commission, before the INVESTMENT BANKERS 
ASSOCIATION. 


Of still greater importance is the status of the old age 
reserve account created by the Social Security Act. As set up 
on the statute books today, it is authoritatively estimated 
that within a generation this old age pension fund will 
amount to almost 40 billion dollars. 

Under the law, the old age pension fund must invest its 
money in Government bonds yielding 3 per cent. There are 
no such Government obligations outstanding. Hence, as the 
old age pension fund receives cash each year from the payroll 
tax, it will have to take over obligations directly from the 
Treasury bearing 3 per cent interest. The funds thus ob- 
tained by the Treasury would go into its general fund. If the 
Treasury were to adopt a policy of using the funds so re- 
ceived from the old age pension fund for redeeming Govern- 
ment obligations as they mature, within a relatively few 
years a large part of the Government obligations now held 
by the banks would be paid off. 

What effects would this have? The answer is simple. 
Looking at the balance sheets of the banks we find that on 
the asset side Government security holdings would decline. 
On the liability side, deposits similarly would decrease, thus 
inaugurating one of the most drastic experiments in forced 
deflation that a country has ever attempted. Is a develop- 
ment of this sort desirable? 

If, on the other hand, the Government does not utilize the 
funds obtained from the old age reserve account for the pur- 
pose of buying Government securities now held by the 
banks, what will it do with the funds? Obviously anything 
that Congress may direct. Is this desirable? While the idea of 
social security in itself is sound, the present plan, particu- 
larly as regards the accumulation of huge reserve funds, is 
not desirable and is not for the best interest of the country 
as a whole. 

Here is room for a thorough and deliberate study pointing 
out carefully where the huge funds accumulated in the old 
age reserve account may lead us. Since the social security 
reserves have a direct effect on the banks, it is obviously a 
problem to be studied by banking institutions. 

Superficially it would appear that there is no direct rela- 
tionship between the Revenue Act of 1936 and banking. 
On the surface, it looks as if this were more a problem for the 
accountant and the tax expert than for the bank. However, 
let us analyze it briefly. The new law imposes a high rate of 
taxes on undistributed income. This means that corporations 
which enjoy large earnings in good times must pay them 
out either in the form of dividends or have the Government 
absorb a substantial portion of them in the form of taxes. 
In the past corporations generally retained a large part of 
their income to expand fixed or working capital or as a re- 
serve for a rainy day. At the present time, however, with 
most of the earnings distributed, corporations when in need 
of additional funds will either have to issue more securities or 
borrow from the banks. 

The tax law, therefore, if continued in its present form, 
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may place on the banks the task of financing indus- and that governmental agencies to meet the needs ough: 
trial establishments which may not be entirely worthy of _ be established.—Dr. A. WELLINGTON TaYLor, Dean, G 
credit. ate School of Business Administration, New York Univa 
If they refuse this service the hue and cry will go upto sity, before the BANKERS, Forum DINNER, New ¥, 
Congress that the banks are not performing their function Chapter, A.I.B. 


Trust Service Volunteers 


| pe us imagine that an officer (outside the trust depart- longer than is reasonably necessary. Only an accountant op 
ment) or a director of your own bank or trust company auditor or, at least, one at home with figures and accoyy 
should go to your president or to the head of your trust de- can do work of this sort. For this we do need your services! 
partment and say, “‘ Without interfering with the functions To a director who is especially interested in promotional 
of our trust officers or employees, I should like to take an plans—in advertising, in soliciting, in selling—the angwep 
active interest in our trust department and to havea definite might be: “As a business enterprise, we have the same right 
part in our trust service. What can you put me to doing?” as any other business enterprise to advertise our servicesi 
What would your answer be to such a question? It would appropriate ways. Also we have the inherent right to solig 
be a different answer for each bank officer and director. trust business in appropriate ways. But it is not easy alwa 

To a director especially interested and proficient in prop- to know what are the appropriate ways. As a member of oug 
erty-management your answer might be: “You have had new business committee or as an individual adviser to ¢ 
experience in the management of real property—buying and _ new business department you may be of very great valueim: 
selling; leasing, repairing, and altering; handling residences, showing us and keeping us on the right track in our promo 
tenements, commercial houses, factories, farms, mines, tional plans. After all, our trust department cannot grow om 
timberlands. In our trust department we have or will have _ prosper unless there is a continuous inflow of new business” 
under administration every imaginable kind of real property. To a director who is interested primarily in the personal 
You may be of great value to us either as a member of our humanitarian, rather than the economic, side of trust servie 
real property committee or as an individual in advising with the answer might be: “‘ Under many of our trust instrumer 
us on real property matters. We do need your knowledge, we have broad discretionary powers with respect to the di 
your experience, your judgment on trust real property position of both principal and income—power to withhe 
problems.” or encroach upon principal, power to anticipate or to 

To a director especially interested and proficient in the cumulate income. Furthermore, we have to deal with mam 
handling of securities—his own or others’—the answer purely personal problems of our beneficiaries—home pro 
might be: “‘ You have had experience in the management of lems, school problems, vacation problems, lifework prob 
investment securities. In our trust department we have or _ lems, even domestic problems. Although the active officers af 
shall have for administration about every imaginable kind of _ the trust department must exercise most of these discretion: 
stock or bond, local and listed. As a member of our trust ary powers and must pass upon most of these personal 
investment committee or as an individual adviser to our problems, there are times aplenty when they are at theif 
trust investment organization you may give to our trust  wit’s end, when they feel the need of the impact of a fre 
department your investment knowledge, experience, and and impartial mind upon the issue at hand. Then it is th 
judgment.” we need you, perhaps not as a member of a formal com 

To a director with an aptitude for figures and experienced mittee, but most assuredly asa friendly, sympathetic, under 
in bookkeeping or accounting or auditing the answer might standing adviser to our trust officers on purely personal 
be: “ Your services are especially needed in connection with problems connected with our beneficiaries.” 
the audits of our trust department. Once during each twelve So one may go on indefinitely and find a place in trust 
months a committee of directors, exclusive of active officers, service for the special talents and aptitudes of every bam 
is required to make an audit of the trust department or cause officer or director of a trust institution in this country. 
one to be made by auditors responsible only to the board. think that it would be well worthwhile for the president & 
The directors are required to see that all trust accounts are every bank or trust company to take his list of bank officers! 
so kept that the bank can furnish the information or reports _ and directors and study the talents and aptitudes of eache 
required by the supervisory authorities. They are required to of them as regards trust service. GILBERT T. STEPHENSO 
see that trust accounts are kept separate from one another Director of Trust Research, Graduate School of Banking) 
and separate from the bank’s own accounts. They are re- before a conference of the CoMMITTEE ON TRUST FUNCTIONS 
quired to see that trust funds do not remain uninvested New York STATE BANKERS ASSOCIATION. 
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